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“Phillips,” “the Company,” ‘‘we” and 
“our” are used interchangeably in this 
report to refer to the business of Phil- 
lips Petroleum Company and its consoli- 
dated subsidiaries. Where reference is 
made to a particular company, it is 
wholly owned unless otherwise stated. 
The Company’s consolidation policy is 
to include in financial statements the 
accounts of companies in which more 
than 50% interest is held. 


Garden Scene, K-Resin, Marlex, Poly 
Slik, Ryton and Solprene are trademarks 
for the Company’s products named in 
this report. 


highlights 


OPERATIONS 
NATURAL RESOURCES 


Worldwide petroleum liquids production 
rises, although reserves decline. 


Norwegian North Sea oil output averages 
279,000 gross barrels a day. 


Development of U.S. coal and uranium 
reserves continues. 


PETROLEUM PRODUCTS 


Refining, transportation and marketing op- 
erations improve performance. 


Sales prices increase, reflecting higher 
crude oil costs. 

New pipeline begins moving imported oil 
to U.S. inland refineries. 


CHEMICALS 


Revenues rise as volumes and prices for 
most products increase. 


Earnings drop slightly because of assets 
writedown in fibers operations. 


Major chemical capacity expansions com- 
pleted or undertaken. 


ABOUT THE COVER: 


In its search for petroleum, Phillips pushes 
into many remote, rugged areas around the 
globe. Here, near Ilvanof Bay on the Alaskan 
Peninsula, the Company is drilling a deep ex- 
ploratory well, which will be completed in 1977 
at an estimated cost of more than $14 million. 


STATISTICAL 


FINANCIAL 1O76 


Total revenues $5,836,900,000 


1975 


$5,212,900,000 


NetsincOme Saa23 oe $ 411,700,000 $ 342,600,000 

Per average share outstanding $ 5.39). .$ 4.50 
Return on average total assets .. 8.7% 8.3% 
Dividends: paid) 2224 ee $ 133,700,000 $ 121,800,000 

Per share?) oo eee ens $ (oes 1.60 
Average shares outstanding .... 76,391,000 76,146,000 
Capital expenditures .......... $ 764,400,000 $ 729,200,000 
Total assets at year-end ....... $5,068,500,000 $4,544,900,000 
OPERATING — net barrels daily 
Crude oil produced 

UnitedsStates << snares. 115,000 118,000 

Quisid@snS hance rare ee tise 138,000 119,000 
Natural gas liquids produced ... 131,000 128,000 
Total liquids produced ......... 384,000 365,000 
Crude oil refined ............. 318,000* 370,000 
Petroleum products sold ....... 577,000* 611,000 
Natural gas produced — net 

thousands of cubic feet daily. . 1,380,000 1,455,000 


*Decreases from 1975 figures influenced by sale of West Coast refining and marketing properties 


on April 1, 1976. 


to the owners 


In 1976 your Company made major efforts 
to meet the consumer’s demand for energy. 
We increased our worldwide petroleum liq- 
uids production, improved our U.S. oil 
transportation system and achieved better 
operating efficiencies in petroleum refining 
and marketing activities. Equally important, 
we continued to expand and diversify the 
Company’s natural resource base to help 
meet future energy needs. 

The Company’s earnings were $411,700,000, 
or $5.39 a share, compared to 1975 earnings 
of $342,600,000, or $4.50 a share. Earnings 
represented a return on average total assets 
of 8.7%, slightly higher than the 8.3% 
achieved in 1975. Revenues were $5,836,- 
900,000, or 12% above the previous high of 
$5,212,900,000 in 1975. 

Rising economic activity in the U.S. 
strengthened prices for petroleum products 
and generated higher demand and prices for 
most chemicals. 

The Company’s worldwide crude oil pro- 
duction rose 7% during the year. Oil pro- 
duction increased in Nigeria and in the 
Norwegian North Sea. Output from Ekofisk 
operations in the North Sea, where Phillips 
has a 37% interest, reached an average of 
348,000 gross barrels a day during December. 
Our U.S. production of crude oil and natural 
gas continued to decline, reflecting an indus- 
trywide trend. 

To improve our ability to get petroleum 
products to consumers as efficiently as pos- 
sible, we further streamlined our marketing 
operations. Construction was completed on 
a partly owned pipeline which transports im- 
ported crude oil from the Gulf Coast to our 
Kansas City, Kansas, refinery. 

In our chemicals business, we _ finished 
major plant expansions to meet increasing 
demand for plastic resins, rubber chemicals 
and certain chemical feedstocks. Work con- 
tinued on expansion in production capacity 
of several basic chemicals including ethylene. 


Meeting 1977 Demands 

Looking ahead, we expect our crude oil 
output to continue growing. Most of the in- 
crease will come from the Norwegian North 
Sea. During the year we also expect to begin 
oil production from the North Slope of Alaska 


and from discoveries in Indonesia. Natural 
gas production will increase with the start of 
deliveries of Norwegian North Sea gas to con- 
tinental Europe. Domestic gas production is 
expected to remain at about the same level 
as in 1976. 

The Company will continue to make major 
investments to find and develop energy re- 
serves both in the U.S. and abroad. This 
effort will place heavy emphasis on develop- 
ing new oil and natural gas reserves in the 
U.S. as well as other domestic resources, 
especially coal and uranium. 

We anticipate that demand for our chemi- 
cals will increase as the economies of the 
U.S. and other countries improve. Expan- 
sions in plant capacity now under way are 
designed to help meet those demands. 

Industrywide, demand for petroleum prod- 
ucts in the U. S. is expected to increase 5.4% 
to around 18 million barrels a day. This com- 
pares with a 6.6% increase registered in 
1976. U.S. oil output will remain unchanged, 
even with expected production from the 
Alaskan North Slope in the last half of 1977. 
Increased demand will have to be met by im- 
porting more oil and finished products. 


Energy Outlook 


In 1976 petroleum imports totaled nearly 
7.3 million barrels a day. In 1977 imports 
are expected to be around 8.3 million barrels 
a day, equal to approximately 45% of total 
domestic demand. The largest share of this 
imported oil will come from Middle East na- 
tions belonging to the Organization of Petro- 
leum Exporting Countries. OPEC oil prices 
have risen steadily, with the latest increase 
coming in early 1977. 

In dollar terms alone, heavy reliance on 
energy from other countries is an expensive 
policy for the U.S. to follow. In 1977 the cost 
to American consumers of imported oil will 
increase to around $100 million a day. This 
cost will keep rising with expected increases 
in both the volume and price of imports. 

The future availability of foreign oil must 
be considered as well. Recent studies point 
out that in the early 1990s world oil produc- 
tion is expected to peak. The result will be 
intensified competition among nations for 
remaining supplies. 


The outlook for natural gas also raises 
cause for concern. For years the United 
States has slipped through the winter months 
on the thin edge of a natural gas crisis. This 
past winter, abnormally cold weather in the 
eastern sections of the country created a de- 
mand for natural gas far beyond available 
supply. To assure enough gas for homes, 
schools had to be closed and many plants 
shut down. More than one-and-a-half million 
wage earners were laid off. Businesses large 
and small were adversely affected. 


Toward Energy Solutions 

The effects of the natural gas shortage and 
increasing oil imports underscore the need 
for us as a nation to take prompt, constructive 
action on the energy situation. There is a 
growing consensus on what steps should be 
taken. These include allowing increased oil 
production on the outer continental shelf, 
moving steadily toward a complete phase-out 
of federal controls on crude oil and remov- 
ing federal price controls on newly discov- 
ered natural gas. 

In addition, work on a number of other en- 
ergy initiatives should be intensified. These 
include accelerated use of coal, broader use 
of nuclear power and expanded research into 
the new energy frontiers of coal gasification 
and liquefaction and solar power. 

Oil companies have already begun to work 
on these initiatives. Their technological know- 
how and their willingness to take financial 


U. S. ENERGY SUPPLY AND DEMAND 
millions of barrels per day — oil equivalent 
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risks have already resulted in significant con- 
tributions to the development of other energy 
resources. Barring oil companies from en- 
gaging in this type of activity, as some people 
advocate, would retard energy development 
and create adverse effects throughout the 
economy. The best interest of consumers 
will be served by vigorous, open competition 
in the search for and production of energy. 

We believe oil companies also can help 
improve the energy situation by highlighting 
the nation’s need to conserve energy. While 
the responsibility to use fuel more wisely is 
shared by every consumer, energy producers 
have an obligation to set the pace. Phillips 
energy conservation program, now in its 
fourth year, has achieved savings equivalent 
to more than 13 million barrels of oil. Even 
more rigorous goals have been set for 1977. 

We also believe energy companies have a 
responsibility to take an active role in the 
dialogue on energy. In 1976 Phillips people 
carried out an extensive program of public 
speeches, radio and TV appearances, news- 
paper interviews and visits to universities. 

In our communications with the public, 
we have stressed that the cost of energy will 
continue to rise. Some segments of society 
are severely burdened by these high energy 
costs. This is a problem that can and must 
be solved. It can be solved in part by cre- 
ation of more jobs by industry. This means 
that industry must be encouraged to expand. 
For industry to expand, adequate energy must 
be assured. 

America has abundant energy resources. 
To develop these resources efficiently, gov- 
ernment and industry must work together. 
As a producer of energy, your Company has 
the capability to make important contribu- 
tions. We have a good financial base, a rec- 
ord of solid technical accomplishment and a 
more diverse supply of energy resources than 
ever before. 


For the Board of Directors, 


fin Ctpuee Mrnnrtn 


President and Chairman and : 
Chief Operating Officer Chief Executive Officer 


March 22, 1977 


The following questions and answers are 
provided to furnish an insight into the Com- 
pany’s current status and future plans. 


When will the Company reach its objective 
of balancing its worldwide crude oil produc- 
tion with its worldwide refining requirements? 


By the end of 1978, our growing oil pro- 
duction is expected to put the Company ina 
self-sufficient position. The result will be 
greater stability and security of the raw ma- 
terial supplies for our refineries and chemical 
plants. This will strengthen the efficiency of 
our operations and improve our ability to 
meet the needs of our customers. 

Over and above the expected growth in oil 
production, the Company’s already substan- 
tial output of natural gas liquids will increase 
as new facilities go into operation in the 
Norwegian North Sea. 


Why has Phillips production of crude oil 
and natural gas in the United States declined 
in recent years? 


Virtually all major U. S. oil companies have 
experienced decreasing domestic production. 
Developed reserves are being depleted faster 
than new reserves can be found. Although 
sizable undiscovered resources of both oil 
and natural gas are believed to exist in the 
U.S., these reserves are not as easy to find 
as they were in the past. They lie at great 
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*Before accounting change in 1974. 


4 


ES ERASE = ma ch z a 


depths or in frontier areas, where exploration 
requires massive investments. 

The stimulus to make such investments has 
been dampened by federal price controls, in 
effect on crude oil since 1973 and on inter- 
state natural gas since 1954. In addition, 
environmental concerns and other factors 
have slowed the granting of drilling leases 
in areas of greatest potential such as off- 
shore regions. 


Is the Company’s overseas production a 
reliable source of crude oil? 

More than half of the Company’s crude oil 
production originates outside the U.S. Any 
supply from a foreign source carries a cCer- 
tain amount of risk. The Company’s major 
successes, however, have been in areas 
where we believe we can depend on future 
production. For example, the major portion 
of our foreign oil is produced from the Nor- 
wegian North Sea. We have an excellent 
working relationship with Norway, a mature 
trading nation with a long history of honoring 
its contractual commitments. 


How much of the Company’s income is 
taxed away? 

U.S. and foreign income taxes reduced 
1976 income by $620 million — equivalent to 
60 cents on each dollar of pre-tax income. 

The Company pays other kinds of taxes as 
well, such as property tax, severance taxes 


SOURCE AND DISPOSITION OF 1976 REVENUE DOLLAR 


on oil and gas production and social security 
tax. In 1976 these taxes totaled $93 million. 
Taken together, income and operating taxes 
reduced pretax income by 63%, compared 
with a 41% tax load 10 years ago. 
Moreover, these figures do not reflect the 
double taxation that occurs when our share- 
holders pay taxes on dividend payments, which 
have already been taxed as corporate profits. 


What will be the thrust of Phillips invest- 
ments in the future? 


In the next several years, Phillips will be in- 
vesting substantial sums of money to develop 
petroleum resources in the U.S. and to bring 
into production our reserves of coal and 
uranium. Major investments also will be re- 
quired to develop oil and gas fields already 
discovered in the North Sea, Indonesia, Ni- 
geria and elsewhere. In the chemicals busi- 
ness, the Company will continue to strengthen 
its current line of products where expansion 
is economically justified. 

Overall, our aim is to remain flexible in 
determining investment options. We are stay- 
ing alert for investment opportunities both in 
and outside the energy and chemical fields. 


What will be the effect of recent price in- 
creases for interstate natural gas? 


The immediate impact on both the Com- 
pany’s performance and consumers will be 
small. Less than 4% of our sales volume was 
affected by the Federal Power Commission’s 
ruling in November 1976 to raise the price 
of newly developed natural gas sold in the 
interstate market from 53 cents to $1.42 per 
thousand cubic feet. 

Despite this and other price increases the 
FPC allowed, the average price Phillips re- 
ceived in 1976 for its natural gas sold in the 
interstate market was only 38 cents per thou- 
sand cubic feet. This is because a large por- 
tion of our interstate sales is controlled at 
substantially lower prices than those per- 
mitted for newly discovered gas. Some of our 
gas is sold at prices as low as 15 cents per 
thousand cubic feet. As a result, our inter- 
state natural gas consumers are not faced 
with immediate high price increases. Instead, 
the price they pay will rise gradually over a 
period of years. 


Phillips Petroleum Company finds and de- 
velops natural resources and transforms them 
into fuels and chemicals. Phillips is an inter- 
national company operating in 39 countries. 
With assets of $5.1 billion, Phillips is owned 
by 120,200 stockholders and operated by 
27,800 employees. Its major activities are 
carried out by three operating groups. 

Natural Resources Group discovers and 
produces the raw materials used for manu- 
facturing fuels and chemicals. The group has 
assets of $2.2 billion and 6,300 employees, 
explores for energy resources in more than 
20 countries and produces oil and natural gas 
in six of them. The group also has interests 
in other energy resources in the U. S., includ- 
ing coal, uranium, geothermal and oil shale. 

Petroleum Products Group refines, trans- 
ports and markets crude oil, natural gas liq- 
uids and petroleum products. It also provides 
feedstock for the production of petrochemi- 
cals. The group has assets of $1.3 billion and 
8,700 employees, operates five refineries in 
the U.S. and has interests in four refineries 
in other nations. In addition, the group oper- 
ates thousands of miles of pipelines, a major 
marine shipping business and other product 
distribution facilities. It markets Company 
products through some 15,600 service stations, 
terminals, bulk plants and marinas. 

Chemicals Group manufactures and markets 
a broad range of petroleum-based chemical 
products. The group has assets of $750 mil- 
lion, 8,600 employees and interests in 37 U. S. 
plants and 26 foreign operations. It has sales 
offices in more than 20 countries. The group 
is a major manufacturer of synthetic rubber, 
carbon black, polyolefin plastics, cyclohexane 
for nylon manufacture and other special hy- 
drocarbons for industrial and laboratory uses. 
The group also manufactures nitrogen ferti- 
lizer, synthetic fibers, fabricated plastic 
products, packaging and other products. 

These three operating groups are supported 
by a number of staff organizations including 
a large research and development team. As a 
result of its research efforts, the Company has 
numerous products and processes, which are 
licensed in 31 countries. 

Phillips is headquartered in Bartlesville, 
Oklahoma, where it was founded 60 years ago. 
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Total revenues for 1976 were $5,836,900,- 
000, an increase of 12% from 1975 revenues 
of $5,212,900,000. Operations in the United 
States accounted for $4,691,000,000, or 80% 
of total 1976 revenues. 

Earnings for 1976 of $411,700,000 were 
equivalent to $5.39 a share. This compares 
with earnings in 1975 of $342,600,000, or 
$4.50 a share. 

Assets at the end of 1976 totaled $5,068,- 
500,000. During the year assets increased 
$523,600,000. The rate of return on average 
total assets was 8.7%. Domestic operations 
produced a return of 10% while the return 
on foreign operations was 6%. 

Foreign currency translation losses re- 
duced 1976 earnings by $37,300,000. Losses 
in 1975 from foreign currency translations 
were not material. Earnings also were re- 
duced by $12,400,000 because of a write- 
down of certain fixed assets in our fibers op- 
erations and by an $8,000,000 loss from the 
cancellation of a tanker construction contract. 

Taxation by all levels of government, both 
foreign and domestic, continued to increase. 
Total income taxes were $619,800,000, equal 
to 60% of earnings before income taxes. 


Income taxes on domestic operations totaled 
$200,300,000, equal to 41% of domestic earn- 
ings before income taxes. Income taxes on 
foreign operations totaled $419,500,000, 
equal to 78% of foreign earnings before 
income taxes. 

Dividend payments totaled $133,700,000. 
Effective with the dividend paid June 1, 1976, 
the quarterly dividend rate was increased to 
45 cents a share from 40 cents a share. 

Funds from operations increased 13% to 
$814,700,000. This amount was not sufficient 
to cover dividends, debt repayment, capital 
expenditures and other requirements. The 
deficiency, $280,800,000, was made up pri- 
marily through borrowings and the sale of 
assets and stock. 

Long-term debt at the end of 1976, exclud- 
ing the amount due within one year, totaled 
$839,000,000, a6% decrease from 1975. Debt 
repayment for 1976 totaled $113,900,000. New 
borrowings totaled $55,100,000. 


ADITAT EYDENNI 


~ Capital expenditures in 1976 totaled $764,- 
400,000, 5% higher than the $729,200,000 
spent in 1975. Capital expenditures for U.S. 


FIVE-YEAR SUMMARY OF REVENUES AND EARNINGS 


1976 1975 

REVENUES 
Petroleum operations — 

United States ......... $4,105.9 $3,754.4 

Outside U.S. ......... 1,018.0 978.6 
Chemical operations ..... 1,399.7 1,208.5 
Intergroup sales ........ (686.7) (728.6) 
Total revenues .......... $5,836.9  $5,212.9 
EARNINGS 
Petroleum operations — 

United States ......... $ 227.5 $ 166.0 

Outside U.S. ......... 102.0 93.6 
Chemical operations ..... 82.2 83.0 
Total earnings .......... $ 411.7 $ 342.6 


*Before cumulative effect of accounting change. 


1974 1973 1972 
(in millions) 

$3,318.5 $1,924.5 $1,772.8 
1,131.9 503.1 255.1 
1,486.1 964.7 700.0 
(830.8) (318.8) (160.4) 
$5,105.7 $3,073.5  $2,567.5 
$ 177.9 $ 98.7 $ 103.3 
82.6 56.9 14.6 
169.2 74.8 30.5 

$ 429.7* $ 230.4 $ 148.4 


Operations totaled $443,900,000. Capital 
expenditures for foreign operations totaled 
$320,500,000. Distribution was as follows: 


CAPITAL EXPENDITURES 


(millions of dollars) 1976 1975 
NaturalReSources® 4.....55...... $493.0 $519.8 
Retroleummeroducts: .5..... 5.6. 119.7 143.7 
CYSTS IS” ie 104.5 56.2 
OQUIG? 2 ose Reese eee mere 47.2 9.5 
OR ANME PRE Rech hs ed Ae Mann hes $764.4 $729.2 


In 1977 capital expenditures will be higher. 
A major share of those expenditures will be 
for exploration and development of oil and 
natural gas reserves. 

The Company’s common stock, its only 
class of voting securities, is traded principally 
on the New York Stock Exchange. The fol- 
lowing table presents the high and low sales 
prices for Phillips common stock on the ex- 
change. Also shown are the dividends paid 
on the stock for each quarterly period during 
the past two years: 


QUARTER 
First Second Third Fourth 
PRICE PER SHARE 
1976 High ..... $587 $6454 $635 $66% 
LOW Gn. os 4912 53% 5634 55% 
1975 High ..... 46V4 595% 603% 58 V2 
OW tssce te: 37 3758 513% 45V2 
DIVIDENDS 
PER SHARE 
1076 Pope eee $ .40 $ .45 $ .45 $ .45 
1975 xe 40 .40 .40 .40 


Presented on pages 31-42 is comprehen- 
sive financial information, including 10-year 
financial and operating reviews. 


Copies of the Company’s Annual Report on 
Form 10-K as filed with the Securities and 
Exchange Commission may be obtained by 
writing to Mr. Harvey W. Thompson, Secre- 
tary, Phillips Petroleum Company, Bartles- 
ville, Oklahoma 74004. 


NET INCOME adjusted to ‘real’ net 
income—millions of dollars 


RETURN ON TOTAL ASSETS* 
percent 


AS PUBLISHED 


1973 


CAPITAL EXPENDITURES 
millions of dollars 


500 


| 


1973 1974 1975 


FUNDS AVAILABLE AND EXPENDED 
millions of dollars 


NATURAL RESOURCES 

PETROLEUM PRODUCTS 
CHEMICALS 
OTHER 


1972 1973 1974 1975 
* Before accounting change in 1974. 


tBased on GNP Deflator. 


800 


CAPITAL EXPENDITURES, DEBT REPAYMENT, 
DIVIDENDS AND OTHER NEEDS 


1972 1973 1974 1975 1976 


* Made up by borrowings and sales of assets and stock. 
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natural resources 


The Company’s natural resources actions 
in 1976 were focused on increasing produc- 
tion of oil and gas from known reserves, 
broadening the worldwide search for new pe- 
troleum reserves in areas of acceptable risks 
and further developing a diversified energy 
resource base in coal and uranium. 

The Company’s worldwide crude oil and 
natural gas liquids production rose 5% in 
1976, reflecting steadily increasing oil output 
from our operations in the Norwegian North 
Sea and Nigeria, as well as higher natural 
gas liquids production in the U.S. For the 
second year in a row, the Company’s over- 
seas oil production exceeded domestic out- 
put. Average prices for both U.S. and for- 
eign crude oil were higher. 

Liquid hydrocarbon production increased 
despite the loss of production in Venezuela, 
which was nationalized at the end of 1975. 
In that year Phillips Venezuelan production 
amounted to 15,500 barrels of oil and 1,800 
barrels of natural gas liquids a day. 


LIQUID HYDROCARBONS Net Barrels Daily 


PRODUCED 1976 1975 

UNITED STATES 

Grude Olly. es nie Seas eee eee 115,300 118,400 
Naturaligassliqticsie nisin 130,800 125,900 
Total USS Ase bebe eee eer 246,100 244,300 
OUTSIDE UNITED STATES 

Grud eG VOT see iee arse eee neater 137,300 118,600 
NaturaligassliGutcs ener iar 300 2,100 
Totalvoutsid eat G ara wee nee 137,600 120,700 
WORLDWIDE 

Crudecojle tee eee 252,600 237,000 
Naturaligasall quid Sieeew sere 131,100 128,000 
Tir) WWOVAIONICE. ca cacanscvecnose 383,700 365,000 


The Company’s worldwide production of 
natural gas declined but the trend should be 
reversed in 1977 with the start-up of natural 
gas production in the Norwegian North Sea. 
Revenues from natural gas sales rose 19%, 
mainly because of higher prices in the U. S. 

Phillips drilled or financially participated 
in the drilling of 84 exploratory wells. Of 
these, 36 resulted in oil and gas discoveries. 
Our capital and exploration expenditures to 


acquire, find and develop oil and gas re- 
serves were about the same as in 1975. They 
totaled $508,200,000, including dry hole costs 
of $63,500,000. 


DRILLING STATISTICS* 


Exploratory Development 


rss Ales aS aS 
UNITED STATES 
Gross Wellsmanee eee 43 76 595 647 
Net wells: 
Oil’ kere: ts eee 5 5 91 101 
Gas and gas condensate $3 6 36 45 
Drvaholes "20 sae ee 10 oS 34 26 
Totaliescdck& Bonde eee 18 44 161 172 
OUTSIDE UNITED STATES 
Gross eWellS estes 41 49 24 41 
Net wells: 
Canada fin a eee 1 3 2 1 
EatinmAme hic amen ssenerer - 3 - = 
EWRODGiier erie ce 3 3 3 6 
AitiCa:, aca s eee 2 5 2 4 
MiddlesEastennn iit 1 2 - - 
Southeast Asia ........ 6 5 1 1 
Total, 3. .2ehcgee see ke a ye 13 1 8 12 
Oil Ae a ee re 3 3 6 10 
Gas and gas condensate 2 1 2 - 
Dry, holeSwe ne eye eees 8 Ve - 2 


*Excludes farmout arrangements. 


Reserves 


Despite our extensive exploration and 
development program, the Company’s esti- 
mated worldwide proved reserves of liquids 
(crude oil, condensate and natural gas liq- 
uids) declined 6%, whereas natural gas re- 
serves remained essentially unchanged from 
the totals reported at the end of 1975. In the 
U.S. additions resulting from exploration, 
field extension and enhanced recovery pro- 
grams were more than offset by production 
and by revisions to prior reserve estimates. 
The revisions were required because our in- 
terest in the Prudhoe Bay Unit in the North 
Slope of Alaska was established at a lesser 
value than anticipated. Reserve estimates 
are based on current reservoir information, 
technology and economics. Although the pro- 
ducibility of these reserves is reasonably cer- 
tain, it should be recognized that reserves 
cannot be measured precisely. At year-end 


Drilling in central — 


Utah and other 
Rocky Mountain 
areas highlighted 


the Company’s 1976 | 


exploration effort in 
the lower 48 states. 


Phillips estimated proved reserves of liquids 
and natural gas were: 


1976 1975 
Liquids (millions of barrels) 
0 ec Pama eee eles Sirk Soe oy eae ARNE ale a 555 696 
Outside W5S ae eee ae 1,148 leat 4, 
Natural gas (billions of cubic feet) 
U. Sitter eee eee ee 5,196 5,334 
OutsidesUSSe gen ee ee 6,020 5,883 
Reserves outside the U.S. include the 


Company’s share of reserves subject to pro- 
duction-sharing contracts with other coun- 
tries’ governments. 

Reserves of Pacific Petroleums Ltd. are not 
included in these figures, nor are the reserves 
of any other nonconsolidated company. 

In addition to Phillips owned reserves, 
261 million barrels of liquids and 1,777 bil- 
lion cubic feet of natural gas are estimated 


CRUDE OIL AND NATURAL GAS LIQUIDS 
net production—millions of barrels 


1972 1973 1974 1975 1976 


NATURAL GAS 
net production— billions of cubic feet 


800 


1972 1973 1974 1975 1976 


to be available to the Company in the U.S. 
through contracts and other arrangements. 
The liquids obtained by these arrangements 
account for the relatively high ratio of natural 
gas liquids to crude oil production reported 
by the Company. 


North America 

Phillips U.S. crude oil and natural gas 
production continued to decline, reflecting 
an industrywide trend. The Company’s oil 
production dropped 3% and natural gas out- 
put was off 5%. Offshore activities accounted 
for 13% of crude oil production and 12% of 
natural gas production. Natural gas liquids 
production increased 4% as new facilities, 
designed to extract more liquids from our 
processed natural gas, went into operation. 

Phillips drilled or financially participated 
in 43 exploratory wells in 1976, versus 76 
the previous year. Development wells totaled 
595 in 1976, compared with 647 in 1975. Phil- 
lips participated in an additional 141 explor- 
atory wells and 91 development wells through 
farmout arrangements, by which other com- 
panies drill the wells to earn an interest in 
Phillips acreage. 

A 15-well development program was com- 
pleted and production began in the Union 
Island Field, the second largest gas field in 
California. Production from the field aver- 
aged 47 million cubic feet of gas a day. 
Phillips has a 42% interest in the field. In 
1977 more development wells will be drilled. 

In the Gulf of Mexico 100 miles off the 
Louisiana coast, we completed an 11-well 
development program in the West Cameron 
Field. Phillips has a 20% interest in this gas 
field, discovered in 1975. The field went into 
full production at the rate of 70 million cubic 
feet of gas a day. 

Our exploratory activity in the ‘Lower 48” 
focused on the Rocky Mountains Overthrust 
Belt extending from Alberta, Canada, through 
Idaho, Wyoming and into Utah. We have 
under lease more than 650,000 acres in this 
region. As operator Phillips drilled one Over- 
thrust Belt well in Idaho and farmed out the 
drilling of another in central Utah. Drilling 
and seismic activities will continue in 1977. 

In the 1976 federal lease sale for tracts in 
the outer continental shelf off the East Coast, 


Ekofisk Center, the 
Phillips Group’s 
massive production 
complex in the 
Norwegian North 
Sea, was the scene 
of major construc- 
tion in 1976. Atop 
the central platform, 
right center, the 
world’s largest off- 
shore natural gas 
processing plant was 
completed and a 
satellite communica- 
tion system installed. 
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Natural gas from 
Ekofisk Center will 
begin flowing in 
1977 to this new 
distribution center at 
Emden, West 
Germany. 
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the Company participated in 18 bids totaling 
$208 million. Phillips share of the bids totaled 
$41.9 million. None were successful. Phillips 
plans to evaluate tracts offered in subse- 
quent lease sales and will be an active bidder 
on tracts which justify the economic risks. 

Negotiations were completed for Phillips 
participation in Prudhoe Bay production from 
Alaska’s North Slope. Production is expected 
to get under way in mid-1977 and reach 
600,000 barrels a day before year-end. Phil- 
lips share will be about 10,000 barrels a day. 

On the Alaskan Peninsula, Phillips began 
its first exploratory well on Bristol Bay Native 
Corporation lands. The well will be com- 
pleted in 1977. We hold development and 
exploratory rights on three million acres in 
the area. 

In Canada Phillips has varying interests in 
21 million acres, mostly in the Canadian 
Arctic Islands. The Canadian Arctic has been 
established as principally a gas area. Exten- 
sive seismic work will continue in 1977. 

Pacific Petroleums Ltd., a 48% owned in- 
tegrated Canadian company, made 38 net oil 
and gas discoveries and drilled 108 net suc- 
cessful development wells in 1976. Its pro- 
duction included 38,600 net barrels of crude 
oil and natural gas liquids per day, 6% lower 
than in 1975. Its natural gas revenues were 
up 34% and its natural gas production was 
342 million cubic feet per day, down 21%. 

To help stem the natural declines in oil 
and gas production from mature domestic 
fields, Phillips continued efforts to maximize 
results from both secondary and tertiary re- 
covery programs. Secondary recovery tech- 
niques, principally waterflood and gas injec- 
tion, have been in use for many years. During 
1976, 39% of our U.S. oil production came 
from such programs. Tertiary recovery tech- 
niques are still in the experimental stage. 
Phillips moved forward on two such pro- 
grams, one in the old Oklahoma Burbank 
Field and the other in the Lick Creek Field, 
an 18-year-old field in southwest Arkansas. 

U.S. natural gas revenues increased sig- 
nificantly in 1976. The volume of gas avail- 
able for sale continued to decrease, but the 
average price of natural gas increased as a 
result of additional sales in the higher priced 
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intrastate market and the Federal Power 
Commission’s decision to allow higher prices 
on interstate gas from newer wells. In 1976 
about 77% of our gas sales in the U. S. were 
made in interstate markets, compared with 
80% of sales in 1975. Our average price of 
gas sold in the U.S. was 47 cents per thou- 
sand cubic feet, 11 cents higher than in 1975. 
In addition, there was an increase in the de- 
livered price paid by two Japanese utilities 
for liquefied natural gas from our 70% in- 
terest Kenai, Alaska, liquefaction plant. 


Norway 


A 30-well development drilling program 
was finished early in the year in the Ekofisk 
Field in the Norwegian North Sea, where 
Phillips holds a 37% interest in the Ekofisk 
area operation. In October gross daily crude 
oil production reached a record average of 
349,000 barrels a day from the Ekofisk Field. 
For the year, production averaged 279,000 
barrels a day, 47% higher than 1975 output. 

In early 1976 production in the Ekofisk 
Field was curtailed because of a pipe re- 
placement program in the field gathering 
systems. In November 1976 production was 
stopped entirely for almost eight days so that 
alterations could be made for the eventual 
tying in of production from other nearby 
fields. Equipment also was installed to allow 
reinjection of natural gas liquids into the 
Ekofisk Field. 

The natural gas liquids must be conserved 
by reinjection because facilities to process 
and store them at the terminal in Teesside, 
England, will not be completed until late 
1977. Construction of these facilities has 
been delayed by labor problems. When the 
terminal is completed, the natural gas liquids 
will reach England through the 220-mile pipe- 
line, designed to handle both liquids and 
crude oil. Oil began flowing through the pipe- 
line in 1975. 

Construction and testing of the 274-mile 
natural gas pipeline to Emden, West Ger- 
many, were completed. The line is slated 
to be put into operation in 1977. Natural gas 
deliveries are expected to exceed 10 trillion 
cubic feet over the life of Ekofisk and six 
other fields in the area. 


Discoverer Seven 
Seas, a new drill- 
ship employing the 
latest deepwater 
drilling technology, 
made its first probe 
for a Phillips group 
off Africa’s Ivory 
Coast. 


Work went forward to develop these six 
other oil and gas fields. By year-end, devel- 
opment drilling was nearly completed on the 
West Ekofisk Field and work was under way 
on the Cod Field. Production is expected to 
begin from both of these fields in 1977. Also 
in 1977, development drilling will begin on 
a fourth structure, the Tor Field. Development 
drilling in the other three fields, Edda, Eld- 
fisk and Albuskjell, is scheduled to begin 
after mid-1978. All of the fields will be linked 
by pipeline to Ekofisk Center, a central pro- 
cessing and transportation complex. 

Some 20 miles from the Ekofisk area, Stat- 
oil, the Norwegian state oil company, and a 
three-company group including Phillips be- 
gan exploratory drilling on a newly licensed 
48,000-acre tract. Statoil is the operator and 
its participation will vary from 50% to 75% 
depending upon peak production rates of any 
hydrocarbons discovered. The remainder will 
be shared by the members of the group, in 
which Phillips has a 52% interest. 


United Kingdom 

In the United Kingdom sector of the North 
Sea, Phillips has an interest in five oil fields 
and three natural gas fields. Two of these 
fields are in commercial operation, the Hew- 
ett and North-of-Hewett gas fields. 

Natural gas production in the Hewett Field, 
which went into operation in 1969, reached 
record levels of more than one billion cubic 


PHILLIPS COAL INTERESTS 


feet a day during five months of 1976. Pro- 
duction to Phillips 19% interest averaged 133 
million cubic feet per day during the year. 

Natural gas from the Hewett Field is sold 
to the British Gas Corporation, a government 
gas distribution agency. To meet increased 
demand, Phillips and partners proceeded with 
development of the nearby North-of-Hewett 
Field, which went into production around 
year-end. 

Two oil discoveries, Renee and Thelma, 
were drilled in 1976. Phillips has a 34% inter- 
est in Renee and a 35% interest in Thelma. 
Evaluation drilling started on both fields to 
determine their commercial viability. 
Nigeria 

Net production to our 22%2% interest in 
Nigerian operations averaged 33,300 barrels 
of oil a day, 17% higher than in 1975. During 
the year two more fields, Ebegoro and Og- 
bogene, were brought into production as part 
of our ongoing development program. At 
year-end, 12 of 24 of our Nigerian fields were 
in production. 


Indonesia 

One gas condensate discovery and two oil 
discoveries were made on Salawati Island, 
Irian Jaya, Indonesia, on the 10-million acre 
Teluk Berau contract area. One gas discov- 
ery and three oil discoveries were made dur- 
ing 1974 and 1975. 

The seven discoveries were made by Phil- 
lips as operator for a group and Pertamina, 
the Indonesian State Oil Company. New con- 
tract terms were negotiated in 1976. After 
recovery of exploration and development 
costs, Pertamina will receive 85% of the pro- 
duction and the Phillips Group will share the 
other 15%. Phillips has a 50% interest in the 
group. Initial crude oil production is sched- 
uled to begin in 1977 at a rate of 40,000 gross 
barrels a day. 

Phillips has a 50% interest in a group that 
made an oil discovery during the year on the 
three-million acre Northwest Kalimantan pro- 
duction-sharing contract area. Plans were 
made to begin production in 1977. 


New Exploratory Areas 

We obtained a 48% interest in four leases 
off the west coast of Ireland during the year. 
Seismic work was undertaken and the first 
well is expected to be drilled in 1978. 


Extensive drilling 
went forward at the 
Nose Rock prospect 

in New Mexico to 
further evaluate the 

size of the 
Company’s uranium 
reserves. 


Preparations were made to drill two ex- 
ploratory wells on a 70% interest concession 
in the Chaco Basin of south central Bolivia. 

Plans for a 1977 exploratory drilling pro- 
gram in Colombia were made. Phillips has a 
100% interest in a 980,000-acre concession 
in the foothills east of the Andes. 

Phillips obtained a license for exploration 
activities in an offshore area south of New 
Zealand. One dry hole was drilled. 


Deepwater Exploration 


Phillips has a 25% interest in the SEAGAP 
Group formed in 1972 to conduct deepwater 
exploration. In 1976 extensive seismic work 
was completed in the Caribbean and along 
the west and east coasts of Africa. Most of 
the seismic information was gathered in water 
depths greater than 600 feet. 

In 1976 the group also contracted for use 
of a highly advanced deep-sea drillship, the 
Discoverer Seven Seas. lt is capable of drill- 
ing in water depths up to 6,000 feet. In No- 
vember the ship began drilling its first ex- 
ploratory well, a 14,000-foot test off the Ivory 
Coast of Africa in relatively shallow water. 


NET OIL AND GAS ACREAGE AT YEAR-END 


UNITED STATES 


Wo) ts1 WimAGr A AMER men Rte EE ds. ice hl oSh ha be ak ene 6,570,000 
DEVElODEd sm 2 pan sar eee Oe re ee 1,211,000 
OUTSIDE UNITED STATES 

Canada vee Ss ee 3,174,000 
Latin-Ameticaw; 4 ei ee eee 3,624,000 
EUlOPCs Sh... ee oe eee tears 1,457,000 
ATIICas 1) MOR ec ene eee eee 7,185,000 
Middle East: -.55 20) eee pee rea rane teense 1,753,000 
SOUINEa4SEASIA L205 en eran rene ae een 24,960,000 
New Zealand and Australia ............. 23,678,000 
JotalcoutsidesU SS eee ee 65,831,000 
Developed RoutsiGg Cm W kis amees i aertnen ane 124,000 


Five years ago Phillips embarked on a pro- 
gram to diversify its energy resource base 
beyond oil and gas. In 1976 significant prog- 
ress was made in several areas. 


Coal 

Phillips holds options and leases on 
620,000 acres containing an estimated three 
billion tons of lignite coal reserves. Most of 
these reserves are located in the Wilcox 
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Trend in eastern Texas, southern Arkansas, 
Mississippi and Louisiana. 

Economic feasibility and mine planning 
studies on the Wilcox Trend continued in 
1976, with initial coal production expected in 
the early 1980s. 

Our coal development plans are designed 
to help meet the growing energy needs of 
the Gulf Coast, where electric utilities are 
being encouraged to utilize coal as their 
supplies of natural gas dwindle. 


Uranium 

In 1975 Phillips found uranium in northwest 
New Mexico, where the Company holds leases 
on 69,000 acres. Uranium reserves of 25 mil- 
lion pounds have already been proved and 
exploratory drilling indicates the probability 
of additional reserves. . 

The rock containing the uranium oxide is 
at a depth of around 3,500 feet. The first 
mine shaft will be started in 1977. Plans have 
been made to start construction of a mill in 
1978. The mill will produce yellowcake, a 
partially refined uranium compound. 

Production from the planned mine and mill 
will be around two million pounds of yellow- 
cake a year. Negotiations for the sale of the 
yellowcake have been undertaken. 


Geothermal 

Phillips made a geothermal discovery in 
1976 in northwest Nevada and a confirma- 
tion well was completed. Several other wells 
were drilled in southwest Utah to help deter- 
mine the size of the geothermal reservoir 
discovered in 1975. Additional testing will 
help determine the commercial possibilities 
of this reservoir. 


Oil Shale 

In November the federal government 
granted a one-year suspension of the Com- 
pany’s oil shale operations in Utah. The 
suspension will allow time to resolve envi- 
ronmental problems as well as time for further 
studies directed toward reducing the cost of 
producing shale oil. Lease payments total 
$53 million of which $32 million has been 
paid by Phillips and its associates in the 
project. Certain environmental groups have 
filed suit against the Secretary of the Interior 
challenging the validity of the suspension. 


Wastewater quality 
was improved at 
our Kansas City 

refinery by an 
innovative adapta- 
tion of a proven 
municipal waste 
treatment system. 
Bacteria growing on 
rotating disks of 
Phillips Marlex 
polyethylene plastic 
destroy pollutants in 
the water. The 
system requires less 
energy and land 
area than other 
methods. 
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The refining, supply and marketing seg- 
ment of our business performed better than 
in 1975 when operations were unprofitable. 
Prices for petroleum products were higher, 
although federal regulations and competi- 
tion in the marketplace prevented full re- 
covery of increased operating and feed- 
stock costs. 


Feedstock Supplies 

Imported crude oil continued to play a key 
role in meeting the raw material needs of 
our refineries. In 1976 imports averaged 
121,400 barrels per day, or 38% of our total 
refinery runs, compared with 37% the pre- 
vious year. Factors contributing to the rise 
in imports included the decline in U.S. oil 
production and federal allocation regulations 
which required us to sell our domestic oil to 
competitors. 

With less domestic supplies available, it 
has become increasingly important to assure 
adequate amounts of imported oil to our large 
inland refineries at Borger, Texas, and Kan- 
sas City, Kansas. A major step in this direc- 
tion came in November when crude oil began 
moving through the new 510-mile Seaway 
Pipeline. The line, in which Phillips has a 
42% interest, extends from Freeport terminal 
on the Texas Gulf Coast to Cushing, Okla- 
homa, where it ties in to other lines. By year- 
end, Seaway was being used to make regular 
deliveries of imported oil to our Kansas City 
refinery. Later, Seaway will be instrumental 
in helping assure crude oil supplies to the 
Borger refinery. 

We anticipate that Seaway eventually will 
be linked to Seadock, a deepwater terminal 
planned off the coast near Freeport. Pro- 
posed by Phillips and eight other companies, 
Seadock is designed to unload very large 
crude oil carriers bringing foreign crude oil 
to the United States. In January 1977, the 
federal government issued a license to pro- 
ceed with development of the facility. A de- 
cision on whether to accept the terms of the 
license is expected by mid-year. 

The Company’s first very large crude oil 
carrier, the S/S Phillips America, was deliv- 
ered in August. With a capacity of nearly 
two million barrels of crude oil, the vessel 
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transports Nigerian and Persian Gulf crude 
oil to deepwater Caribbean ports. From there 
the oil is shipped in smaller tankers for pro- 
cessing in Phillips U.S. refineries. 

Phillips has 1.66% interest in the trans- 
Alaskan crude oil pipeline, which was near- 
ing completion at year-end. It is scheduled 
to begin operation in mid-1977. 


Refinery Runs 


Our U.S. refineries, with the exception of 
the Kansas City refinery, operated generally 
at optimum rates during the year, allowing 
for essential downtime for maintenance and 
repairs. Runs at the Kansas City plant were 
substantially reduced by two major fires in 
the latter part of the year. Crude oil runs at 
all other domestic refineries averaged 98% 
of nominal capacity. Gasoline production 
averaged 47% of refinery yields. 


CRUDE OIL CAPACITIES AND RUNS — 1976 


Average Barrels Daily 


Refinery Capacity Runs 

Kansas City, Kansas .......... 90,000 71,000 
Borgen wlicxaSmeret eee 100,000 99,000 
SWeeNYy, -REXaSs sen ta eee 104,000 101,000 
Woods, Grossi Utahiaaee ree 23,000 23,000 
Great Falls, Montana ......... 6,000 5,000 
ThOtall.d.cocesoee Beep cee ae eae eee 323,000 299,000* 


*Does not include 75,000 barrels daily processed at Avon refinery in 
first quarter prior to sale of refinery on April 1, 1976. 


PETROLEUM PRODUCTS SOLD, REFINERY RUNS, CRUDE OIL 
AND NATURAL GAS LIQUIDS PRODUCED—millions of barrels 


1972 1973 1974 1975 1976 
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In addition to crude oil processed, natural 
gas liquids runs totaled 87,000 barrels daily 
at Borger refinery and 55,000 barrels daily at 
Sweeny refinery. 

The Company has stock interests of 50% 
or less in four companies operating refineries 
outside the United States. Our interests in 
their average daily refinery runs, in propor- 
tion to our stock interests, totaled 55,000 bar- 
rels daily, which was 67% of total capacity. 


Feedstock Costs 

Prices paid by the industry for foreign 
crude delivered to U.S. refineries ranged 
from $13.26 to $13.62 per barrel. The price 
of U.S. crude oil subject to federal controls 
rose 4% during the year, with the weighted 
average price rising from $8.39 to $8.75 a 
barrel. On September 1, the federal govern- 
ment lifted price controls on production from 
stripper wells, which are wells that produce 
10 barrels a day or less. At year-end stripper 
oil, which makes up about 13% of Phillips 
refinery crude oil runs, was being purchased 
for an average of $14.20 a barrel. 


Sale of West Coast Assets 


In April Phillips sold its West Coast refin- 
ing, terminaling and marketing properties. 
The assets sold consisted of Avon Refinery 
near San Francisco, petroleum inventories 
and approximately 725 service stations plus 
related terminals and bulk plants. The sale 
grew out of a divestiture order of a U.S. 
District Court. 


Marketing 


The volume of petroleum products sold 
decreased from the volume sold in 1975. All 
of the decrease stemmed from the sale of our 
West Coast refining and marketing properties. 
Excluding sales from these properties, the 
volume of products sold increased 6%. 

Prices for residual fuel, distillates and gen- 
eral refinery products (mainly aromatics, 
lubricating oils and naphtha), were exempted 
from the federal mandatory price and alloca- 
tion program during the summer. Products 
under mandatory controls at year-end were 
gasoline, liquefied petroleum gas and avia- 
tion fuels. 


Seaway Pipeline, 
completed late in 
the year, enabled 

movement of 
foreign oil from the 
Texas Gulf Coast to 
Midwest refineries, 
including our 
Kansas City facility. 


To improve the earnings performance of 
our marketing segment, a major reorganiza- 
tion of marketing operations started early in 
1976 and will continue through 1977. Effi- 
ciency will be increased by consolidating 
administrative and marketing service activi- 
ties being performed by many smaller units. 

Marketing outlets were also a focus of 
improved efficiency, with emphasis on re- 
ducing the number of marginal facilities and 
increasing sales volumes at the remainder. 
We had 600 less outlets at the end of 1976 
than at the close of the previous year, ex- 
cluding those involved in the West Coast sale. 


PETROLEUM PRODUCTS 
SOLD 1976 1975 


Average Barrels Daily 


UNITED STATES 


Automotive gasoline 272,000 304,000 
Aviation fuels 24,000 
Distillates 99,000 
Liquefied petroleum gas 101,000 97,000 
Other products 31,000 


THO LAWS Sip te soups trey emer otek 528,000* 555,000 
Outside WES. eae erie 49,000 56,000 
WORLDWIDE 577,000 611,000 


“Decreases from 1975 figures influenced by sale of West Coast market- 
ing properties on April 1, 1976. 


chemicals 


Sales from our worldwide chemical oper- 
ations increased over the previous year, al- 
though earnings declined slightly as the re- 
sult of a writedown of certain fixed assets in 
our fibers business. 

Chemical sales totaled $1,229,600,000 in 
1976, compared with $1,057,400,000 in 1975. 
These figures do not include sales by one 
domestic and 16 foreign-based companies in 
which Phillips owns interests of 50% or less. 
Chemical earnings, including our share of the 
net income from these interests and other 
sources, accounted for 20% of total Company 
earnings in 1976, compared with 24% in 1975. 

The economic recovery, emerging early in 
the year in the U.S. and later elsewhere in 
the world, provided the major thrust behind 
the good results of our chemical business. 
As the recovery leveled off during the year, 
the diversification of our product lines and 
the geographic distribution of chemical as- 
sets helped to stabilize our performance by 
protecting the business from severe fluctu- 
ations in revenues. Prices and volumes for 


A new 48-inch diameter high-density polyethyl- 
ene pipe, the largest made in the U.S., was 
added to the Phillips line of plastic pipe products. 
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most of our chemical products were higher 
in 1976 than in the previous year. 


Feedstocks and Specialty Chemicals 

Revenues from worldwide sales of petro- 
chemical feedstocks and specialty chemicals 
increased 29% over 1975. Petrochemical 
feedstocks include ethylene, propylene, par- 
axylene, cyclohexane and aromatics. Spe- 
cialty chemicals include high-purity hydro- 
carbons, solvents, drilling mud additives, 
petro-sulfur Compounds and mercaptans. 

Ethylene sales volumes including transfers 
for our own uses increased 11% over 1975. 
Prices also were higher for ethylene, a ma- 
jor contributor to chemical revenues. Heavy 
demand from our polyethylene plants and 
continuing demand from our contract cus- 
tomers enabled us to run our ethylene facili- 
ties at near capacity in contrast to industry 
runs, which were at lower rates. 

Construction continued on a one-billion 
pound annual capacity addition to our ethyl- 
ene facility at Sweeny, Texas. It is scheduled 
for completion by mid-1978. 

Our chemical complex operated by Phillips 
Puerto Rico Core Inc., near Guayama, Puerto 
Rico, ran at an average 43,500 barrels a day, 
87% of capacity during 1976. This complex 
makes chemical feedstocks and motor fuel 
from naphtha, a crude oil derivative. 

Sales volumes of our line of petrosulfur 
compounds increased 18% as demand for 
these specialty chemicals continued strong. 
Plant expansions completed at our Borger, 
Texas, Philtex facility increased our capa- 
bility to supply specialty chemicals markets. 


Plastics 

Phillips is an important producer and mar- 
keter of plastic resins, principally polyethyl- 
ene, polypropylene, polyphenylene sulfide, 
butadiene-styrene copolymers and, in Europe, 
polyvinylchloride. Sales of all plastic resins 
increased 60% over 1975. 

Sales volumes of our high density poly- 
ethylene resins increased 54% as a result of 
the general economic recovery and of greater 
demand for the resins to make new products 
and replace materials used in existing prod- 
ucts. To meet growing demand for high- 
density polyethylene, we began work on a 
280-million pounds a year addition to our 


High-strength 
shopping bags 
made of Marlex 
plastic fortified with 
our Solprene 
plastomers offer a 
major new market 
for our resins. 


plant at Adams Terminal near Houston, Texas. 
A 60-million pound a year expansion of exist- 
ing facilities also was authorized. Both addi- 
tions, which also are capable of producing 
low-density polyethylene, are scheduled for 
completion in 1978. Our high-density process 
was further licensed in Norway and Iraq. 

The market for our low-density polyethyl- 
ene resins, also made by the Phillips process, 
continued to expand during the year. 

Demand for polypropylene plastics was 
also strong. Work started on a 45-million 
pounds a year addition to our polypropylene 
plant at Adams Terminal. Its estimated com- 
pletion date is 1978. 

Sales volume of our Ryton polyphenylene 
sulfide increased as demand for it acceler- 
ated. We began marketing this engineering 
plastic in colors, a move which will broaden 
its potential, especially in the small appliance 
and electronic fields. 

Phillips K-Resin butadiene-styrene copoly- 
mers continued to gain broad acceptance, 
with sales volume increasing over 1975. Be- 
cause of their clarity and impact strength, the 
polymers have found greatest demand in the 
medical, toy and packaging fields. 

We sold our 45% interest in Belgochim, 
which makes polystyrene resins in Belgium 
and markets them principally in Western 
Europe. Our continued direct participation in 
this business offered limited potential bene- 
fits for Phillips. 


t 


Rubber Chemicals 

Although demand for carbon black was ad- 
versely affected by the 121-day strike against 
the nation’s leading tire manufacturers, sales 
revenues from our rubber chemicals, mainly 
carbon black, butadiene and synthetic rub- 
ber, increased 16%. Sales volumes were 
higher from overseas carbon black plants. 
Unsatisfactory returns led to the sale of our 
35% interest in a carbon black plant in Brazil. 

Sales of our Solprene plastomers _in- 
creased. These materials, which have the 
low-energy processing requirements of plas- 
tics and the performance qualities of rubber, 
are used in footwear and a variety of indus- 
trial goods. Our Solprene polymer capacity 
in the U.S. was more than doubled during 
the year, and expansions were completed at 
several overseas part-interest plants. 


Fertilizers 
Sales volumes were off 10% from 1975 
levels. Demand for fertilizers decreased as 
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low farm commodity prices caused farmers to 
reduce fertilizer application levels. Ammonia 
sales also were affected adversely by addi- 
tional volumes coming on the market from 
new plants completed by other suppliers. 
We closed an outmoded ammonia plant 
near Houston because our projections 
showed the increasing cost of the natural 
gas fuel and feedstock made continued op- 
eration of the plant unprofitable. It primarily 
served industrial markets, not agriculture. 


Fabricated Products 

We produce and market a variety of coated 
paper, plastics and fabricated products, many 
molded from our plastics. Total sales rev- 
enues for these products rose 5% over 1975. 

Sales of our plastic pipe, conduit and duct 
increased 57%. The major growth was in 
industrial markets, principally for handling 
wastewater and corrosive or erosive slurries 
such as tailings from mining operations. 

We introduced 48-inch diameter pipe made 


PRODUCT LOCATION 


COMPLETED DURING | 


Butadiene Tarragona, Spain _ 
Carbon black - Durgapur, India 
Normal mercaptan Borger, Texas 
Tertiary mercaptan Borger, Texas 

Plastic pipet Calgary, Alberta 
Cyclohexane Guayama, Puerto Vico 
Propylene Sweeny, Texas 


Puertollano, Spain 
Seneca, South Carolina 
Borger, Texas 
Salamanca, Mexico | 
Antwerp, Belgium 
Santander, Spain 
ee Texas 


High-density polyethylene 
Nonwoven fabric 
Synthetic rubber 
Synthetic rubber 
Synthetic rubber 
Synthetic rubber 
Butadiene-styrene resin 


Butadiene Tarragona, Spain . 

_ Ethylene Sweeny, Texas - 100% 1 00 
Ethylene Antwerp, Belgium = 50% 
Polyvinylchloride Antwerp, Belgium 
Benzene _ Antwerp, Belgium —ssE 3 
Mixed xylenes Antwerp, Belgium = 50%~=—<“—ts~s*é«SO 
Toluene Antwerp, Belgium 50% 
Propylene Antwerp, Belgium — 00%: 
Hydrotreated C, Antwerp, Belgium ole 
Paraxylenet Guayama, Puerto Rico 100% 
High-density polyethylene* Pasadena, Texas 100% 
Polypropylene Pasadena, Texas 100% © 
Cyclohexane Sweeny, Texas 100% 

Benzene Guayama, Puerto Rico 100% 
Butene-1 Borger, Texas 100% 
Coated paper Chicago, Illinois 100% 
Tertiary mercaptan Borger, Texas 100% 


tNew. Plant. 


45% At 


50% 55,1000 
80% —- 3,600, 


30,000,000 fous 
28,700,000 pounds — 


*Plant can also produce low- -density so ane 


Production of 
paraxylene at our 
chemical complex 
near Guayama, 
Puerto Rico, will 
increase sixfold 
upon com- 

pletion of these 
facilities in 1977. 
Paraxylene is used 
as feedstock for 
making polyester 
fibers. 


of high-density polyethylene, the largest plas- 
tic pipe ever made in the United States. The 
new pipe is expected to find wide industrial 
and municipal application, particularly for the 
transportation of potable and waste water. 

In the spring, a new plastic pipe plant was 
completed in Canada’s Alberta Province. It 
supplies the rapidly growing rural gasifica- 
tion market. 

We are the leading manufacturer of plastic 
flower pots and planters, offering more than 
250 items. Sales of our line of floralware, 
called Garden Scene, rose to a record high. 

We expanded the line of our plastic molded 
materials to include poultry handling products 
such as large quantity egg cartons, chicken 
coops and containers to store and transport 
frozen chicken parts. 

Sales of Sealright Co., Inc., which makes 
paperboard and plastic containers, mainly for 
the dairy and other food industries, reached 
an all-time high. Developments in the paper- 
board industry induced Sealright to discon- 


tinue operation of its paperboard mill at Ful- 
ton, New York, in favor of purchasing the 
material from others. 

H. P. Smith Paper Co., maker of film and 
paper coatings, had a 40% increase in sales 
revenues. Contributing to higher revenues 
was growing demand for both Poly Slik re- 
lease paper and new Poly Slik film, a non-tear 
release material which has advantages for 
applications in fine papers, medical products, 
diaper pads and other products in expanding 
markets. Construction began on a major ad- 
dition at H. P. Smith’s Chicago plant to meet 
increasing demand for Poly Slik. 


Fibers 

Revenues of 80% owned Phillips Fibers 
Corporation decreased 79%. This company 
is a manufacturer and marketer of polyester 
filament yarns and also a marketer of olefin 
fibers and nonwoven fabrics produced by 
facilities wholly owned by Phillips. 

Markets for polyester filament yarns were 
depressed throughout the year by the style 
trend to ‘‘natural look’’ fabrics, which are 
mostly spun yarn blends of natural fibers, 
such as cotton or wool, with synthetic fibers. 
At Phillips Fibers’ Rocky Mount, North Caro- 
lina, plant, which makes polyester filament 
yarn, production was _ stringently curtailed 
most of 1976 and halted near year-end be- 
cause of slack demand. 

Phillips Fibers concentrated on expanding 
markets for its nonwoven fabrics. These mar- 
kets include backings for vinyl materials, con- 
struction fabrics for furniture and underlin- 
ings for highway pavement. 

A writedown of certain fixed fibers assets 
reduced chemical earnings by $12 million. 


Raw Material Security 

Several factors assure the security of suf- 
ficient feedstocks for our chemical plants. 
First, we own or have access to substantial 
volumes of hydrocarbons which meet most of 
the raw material needs of our chemical oper- 
ations. In addition, several projects are under 
way to help maintain our feedstock security. 
For example, in 1976 facilities went into oper- 
ation at our Borger, Texas, refinery to re- 
cover substantial volumes of ethane, which 
will help meet the raw material needs of an 
addition to our Sweeny, Texas, ethylene plant. 
Finally, prices for most chemicals have 
reached the point where chemical operations 
can successfully compete with the energy 
sector for hydrocarbon raw materials. 
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research 


Activities of Phillips researchers were high- 
lighted by continued evaluation of new oil 
recovery methods, by developments in fibers 
technology and by process improvements to 
maintain our competitive base in plastics. 


Energy Resources 

On a 90-acre test tract of the North Bur- 
bank, Oklahoma, oil field, some six million 
pounds of petrochemical detergent were in- 
jected underground as part of the experi- 
mental application of a new oil recovery 
method. Fields such as North Burbank on 
the average yield only about a third of their 
oil even after second stage conventional 
recovery techniques such as waterflooding 
have been applied. Funded jointly by the 
leaseholders and the federal Energy Research 
and Development Administration, the pilot 
program continues in 1977 with the injection 
of a polymer-thickened water, then brine. 

Phillips scientists began using a “helium 
sniffer’ in geothermal exploration. The port- 
able sensing device detects helium, which 
provides clues to the location of probable 
geothermal prospects. 


Products and Processes 

A cracking catalyst modifier was developed 
that produces greater quantities of gasoline 
and other high-value petroleum products from 
less expensive, marginal crude oils. The new 
technology, already in use within Phillips, has 
favorable licensing prospects. 

A catalyst for producing high yields of 
aromatics from refinery feedstocks was de- 
veloped and placed in the pilot plant stage 
of testing. Aromatics are used as petrochem- 
ical feedstocks and as premium gasoline 
blending stocks to improve octane ratings. 

Another new development, which has both 
environmental and energy conservation mer- 
its, is a process that converts used lubricat- 
ing oils into clean fuel oils, lube blending 
stocks or quality finished lubricating oils. 

A method for recovering steam energy 
produced in our carbon black plant opera- 
tions underwent tests on a pilot plant scale. 
The process could save as much as two mil- 
lion barrels of crude oil a year when put into 
application at the 14 carbon black plants in 
which the Company has an interest. 
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Fuels and Lubricants 


Our continuing program of motor fuel de- 
velopment produced an improved non-phos- 
phorus additive treatment for Phillips 66 
gasoline. The new formulation reduces addi- 
tive costs by more than a third and improves 
carburetor cleanliness and emission controls. 

A 5W-30 motor oil was developed that pro- 
vides fluidity and engine protection in ex- 
treme winter conditions. It will be on the 
market in 1977. 


Polymers and Plastics 

A polyamide fiber was developed that com- 
bines the dyeability and stain resistance of 
nylon with the wrinkle resistance and wash- 
and-wear properties of polyesters. Licensing 
prospects for the fiber are promising, with 
commercialization possible in the early 1980s. 

A fiber that shows outstanding fire and 
chemical resistance was developed and is 
scheduled for commercial production in 1978. 
Spun from Ryton, a Phillips engineering plas- 
tic, the new fiber has application in such 
products as durable filters to help control 
air pollution from smokestacks. 

Phillips researchers found a more econom- 
ical process to produce terephthalic acid, 
the basic raw material used in manufactur- 
ing polyester fibers. Substantial cost savings 
are achieved by using toluene as feedstock, 
rather than the higher cost paraxylene used 
in conventional processes. To continue pro- 
cess development, a joint venture, semi- 
works plant was built in France. 

The Company took another step in main- 
taining its strong competitive base in plastics 
research by developing more versatile cata- 
lysts to increase the range of Marlex poly- 
ethylene products that can be produced. 


Patents and Licensing 

Our vigorous level of research activity was 
underscored when for the ninth straight year 
Phillips ranked first among oil companies in 
the number of U.S. patents issued with a 
total of 310. At year-end, Phillips owned 
6,462 active U.S. patents. In addition, the 
Company was issued 189 patents in 31 coun- 
tries outside the U.S. Licenses for Phillips 
technology were granted in seven countries. 


Scientists Dick 
Clampitt, left, and 
Dave Boneau 
examine samples of 
sandstone, one 
saturated with oil, 
the other after oil 
has been removed 
by a Phillips- 
developed recovery 
method being 
tested at Okla- 
homa’s North 
Burbank Field. 


phillips people 


At year-end 27,800 people were employed 
in Phillips operations worldwide, compared 
with 30,500 a year earlier. The sale of our 
West Coast refining and marketing facilities 
had the largest impact on employment fig- 
ures. Essentially all of the employees en- 
gaged in these operations were transferred 
to the purchaser. A consolidation of our pe- 
troleum marketing operations also was ini- 
tiated during the year. All employees affected 
by this reduction were given an opportunity 
to transfer to other positions within the Com- 
pany. Curtailment of polyester fiber opera- 
tions also affected total employment. Re- 
duction in employment was partially offset 
by increased activity in our North Sea oper- 
ations where the work force was increased 
significantly during the year. 


Employee Relations 


We continued to expand job opportunities 
for women and minorities, especially in pro- 
fessional disciplines utilized by the Company. 
At year-end, 18% of Phillips employees were 
women and 11% were members of minority 
races, both up substantially from the figures 
six years earlier. Women comprised 9% 
and minorities 7% of employees in mana- 
gerial, professional and technical jobs, com- 
pared with 6% and 4%, respectively, six 
years previously. Our recruitment program 
was broadened to include more colleges and 
universities with above average numbers of 
women and minorities. 

In keeping with the Company’s commit- 
ment to utilize and develop employees of 
host nations, we advanced more such em- 
ployees into managerial, supervisory and 
technical positions. By year-end, 52% of the 
Company’s overseas supervisory employees 
were nationals. Our total overseas work force 
numbered 3,400, of which 79% were citizens 
of the host country. 

In anticipation of future work force re- 
quirements, the Company stepped up pro- 
grams to identify and develop managerial 
talent. Additional actions also were taken to 
help assure that suitably trained employees 
will be available for new projects anticipated 
within the next five years. 

Relations with union labor groups in the 
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U.S. remained stable. No significant inter- 
ruptions in our operations occurred. 

Through the Suggestion Plan, employees 
submitted almost 17,000 ideas for reducing 
costs and improving operations, a new high. 
The Company paid $358,000 for some 4,500 
adopted suggestions. 


Internal Communications | 

An employee communications unit was 
established within the Public Affairs staff to 
improve and broaden the flow of information 
within the company. It created two new 
employee publications: a quarterly magazine, 
Phillips Shield, and a monthly newspaper, 
Philnews. They replaced a monthly magazine. 
Stockholders may be placed on the mailing 
list for either of these publications by writing: 
Harvey W. Thompson, Secretary, Phillips Pe- 
troleum Company, Bartlesville, OK 74004. 

Our expanding video communication sys- 
tem continued to prove an effective and eco- 
nomical method for training and continuing 
education. We also made greater use of the 
system to keep employees up to date on 
major issues affecting Phillips and the petro- 
leum industry. The video network, which en- 
compasses 55 U.S. and 11 overseas loca- 
tions, reaches about 80% of all employees. 


Health and Safety 

Occupational health and safety procedures 
have long been top priorities of the Company. 
To improve health services available to em- 
ployees, the Company extended the scope 
of its industrial hygiene and toxicology pro- 
grams, expanded a system for monitoring the 
work environment and broadened the scope 
of periodical medical examinations. 

The number of disabling injuries in 1976 
was 4.8 per million manhours worked. The 
vehicle accident rate was 3.2 per million 
miles. Both rates were slightly lower than 
in 1975 and were below industry averages. 


Management Changes 

Kenneth Heady was elected to the newly 
created position of vice president and asso- 
ciate general counsel. He was succeeded as 
vice president, gas and gas liquids, Natural 
Resources Group, by C. J. Silas, formerly 
managing director of the group’s Europe- 
Africa division. 


Volunteer work ata 
Borger, Texas, 
hospital helped 
earn 17-year-old 
Laura Haag a Youth 
Performance Award, 
part of a new 
program co-spon- 
sored by Phillips 
and local news- 
papers in certain 
communities near 
major Company 
facilities. 


Training and in- 
formation programs 
for employees can 
be quickly produced 
at this new video- 
tape studio and 
then shown on TV 
playback units at 
Company facilities 
around the world. 


Workers at Ekofisk 
Center production 
facilities in the 
North Sea enter a 
life support capsule 
during a regular 
safety exercise. 


corporate citizenship 


Extensive communications efforts were 
undertaken during the year to encourage 
constructive action on energy issues. Our 
commitment to responsible corporate citizen- 
ship was exemplified by progress in environ- 
mental protection and energy conservation. 


Public Communications 

The year marked the most active executive 
speaking program ever undertaken by Com- 
pany officials. Each speaking engagement 
was combined with numerous radio, televi- 
sion and newspaper interviews, which fo- 
cused particularly on energy-related issues. 

Many employees voluntarily took part in 
the dialogue on energy issues. In 1976 em- 
ployees delivered some 1,400 presentations 
to civic groups and classroom audiences, 
which included collegiate appearances as 
part of ‘““executive-on-campus” programs. 


Community and Youth Relations 

For the past four years, Phillips has been 
national sponsor of the Amateur Athletic 
Union’s senior swimming program. This sup- 
port paid big dividends in the Summer Olym- 


Swimming techniques were taught to youngsters 
at several Phillips-sponsored swim clinics like 
this one in Albuquerque, New Mexico. 
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pics in Montreal when U.S. swimmers 
splashed their way to 33 medals in 26 races. 
Through meetings with business and industry 
leaders, we encouraged others to assume 
similar support of youth athletic programs. 

The Company further promoted youth com- 
petition and physical fitness through sponsor- 
ship of several swimming clinics in the U.S. 
and a number of coaching clinics overseas. 

Phillips continued its financial support to 
educational, health, cultural, youth, commu- 
nity and public interest organizations. Con- 
tributions totaled nearly $2 million in 1976, 
up 13% over the previous year. 


Environmental Protection 

Phillips continued to conduct its operations 
in ways that safeguard the environment and 
conserve natural resources. We also worked 
closely with government agencies and _ in- 
dustry groups to recommend constructive 
environmental standards. Environmental ex- 
penditures in 1976 were $66.7 million, of 
which half were capital expenditures. 

A major environmental project, involving 
an innovative wastewater treatment method, 
went into operation at our Kansas City, Kan- 
sas, refinery. The water treatment facility 
offers several advantages: low energy re- 
quirements, reduced volumes of sludge for 
disposal and more economical operation. 


Energy Conservation 

As a result of a concerted, companywide 
effort, Phillips saved enough energy in its 
operations in the 1973-76 period to meet the 
entire energy needs of a typical city of 
200,000 people for one year. In 1976 alone 
energy savings amounted to an equivalent of 
2.2 million barrels of crude oil. Our capital 
investment for energy conservation totaled 
approximately $60 million since 1972. 

Finding and implementing new and im- 
proved ways to conserve energy is becoming 
more difficult and expensive. A typical ex- 
ample of the high cost of conserving energy 
was an $8.5 million project at our Sweeny, 
Texas, ethylene plants where new exchangers 
are expected to save almost three billion 
cubic feet of gas each year, when put into 
service in early 1977. This is equivalent to 
500,000 barrels of oil. 


Historic scenes — 
including this 42- 
horse hitch for 
harvesting — are 
used in the films to 
show how the U. S. 
economy grew. 


William Shatner, 
well known for his 
role in the “Star 
Trek” TV series, 
plays a leading part 
in each of the 
American 
Enterprise films. 


American Enterprise, a major educational 
film series on America’s economic heritage, 
was funded by Phillips in 1976 to help in- 
crease public understanding of the nation’s 
economic system. 

Introduced in April, the five-part docu- 
mentary is now the most widely used film 
series in American education. By year-end 
the films were being viewed by some 500,000 
students per month in junior and senior high 
schools in all 50 states. 

The series is provided on a free loan basis 
to schools, colleges, civic and other organi- 
zations, cable television and educational tele- 
vision networks. 

Response has been overwhelmingly favor- 
able. Thousands of requests for bookings 
each month necessitated production of 6,000 
prints of the films. 

Each film in the series examines America’s 
economic heritage from a different perspec- 
tive, showing how one of five factors has 
influenced the nation’s growth. The factors 
— land, people, innovation, organization and 
government — serve as titles for the films. 

Critical acclaim for American Enterprise 
has been widespread. The series or individ- 
ual films within it have received awards from 
the Council on International Nontheatrical 
Events (CINE), the New York TV and Film 
Festival, the Virgin Islands Film Festival, the 
Public Relations Society of America and the 
Arbor Day Foundation. 

The series does not promote or defend the 
American business community or any paro- 
chial interest. Instead it reflects basic views 
of nine leading economic historians, who, 
with the film production company, were given 
academic freedom to develop the series con- 
tent and script. 

Phillips underwrote the project in the be- 
lief that a broad understanding of the Ameri- 
can economic system, especially on the part 
of young people, is essential to the future of 
competitive enterprise. 


American Enterprise films and teaching kits 
are available from the film distributor, Mod- 
ern Talking Picture Service, 2323 New Hyde 
Park Road, New Hyde Park, New York 11040. 
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REPORT ON CERTAIN LEGAL PROCEEDINGS 


In July 1966, the Department of Justice 
brought an antitrust suit against Phillips Pe- 
troleum Company and Tidewater Oil Com- 
pany in the United States District Court for 
the Central District of California to prevent 
the acquisition by Phillips of substantially all 
of the manufacturing, marketing and trans- 
portation assets of Tidewater located in five 
western states. In essence the Government 
charged that the acquisition eliminated po- 
tential competition in the sale of gasoline in 
California. In November 1973, the District 
Court sustained the Government’s position 
and held that some divestiture would be re- 
quired. The District Court’s judgment was 
sustained on appeal. Thereafter Phillips and 
The Oil Shale Corporation, now Tosco Cor- 
poration, entered into an agreement under 
the terms of which Tosco purchased the re- 
finery at Avon, California, petroleum inven- 
tories, approximately 725 gasoline stations 
and related terminal and bulk plants located 
in California, Washington, Oregon and west- 
ern Nevada, terminating practically all of Phil- 
lips gasoline marketing in the area. The sale, 
approved by the court as satisfaction of its 
order of divestiture, was closed April 1, 1976. 

The Company’s Proxy Statement dated 
March 29, 1976, described the Gilbar suit and 
Meyers suit, filed by stockholders, or deriva- 
tively on behalf of the Company. In the Gilbar 
suit the Company, on February 22, 1976, 
mailed to stockholders of record on February 
4 a notice that parties to this suit had agreed 
to a settlement of the suit subject to approval 
by the court. Following hearings on April 8 
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and 22, 1976, the court approved the settle- 
ment without material change. The six new 
outside directors nominated by the Board of 
Directors, pursuant to the settlement, for elec- 
tion as directors at the 1976 Annual Meeting 
were among the seventeen directors elected 
at the Annual Meeting on April 27, 1976. 
Other steps taken pursuant to the settlement 
include adoption of Bylaw amendments and 
establishment of a new nominating committee 
composed of outside directors. In regard to 
the Meyers suit, the court entered a judgment 
sustaining the defendants’ motion to dismiss 
on May 3, 1976. That judgment was not 
appealed. 

As previously reported to the stockholders, 
a federal grand jury in Tulsa, Oklahoma, on 
September 2, 1976, returned an indictment 
against the Company, Mr. W. F. Martin, Chair- 
man of the Board and Chief Executive Officer, 
and two former Chief Executive Officers of 
the Company, who are now retired. The in- 
dictment charges the Company and the 
individual defendants with a conspiracy to 
defraud the United States Government by 
interfering with the lawful functions of the 
Internal Revenue Service in the ascertainment 
and collection of taxes of the Company. In 
addition, the Company was charged with 
wrongfully filing tax returns for the years 
1969, 1970 and 1971 which allegedly under- 
reported income. Mr. Martin was charged 
with aiding in the preparation and presenta- 
tion of those returns. All individuals and the 
Company have pleaded not guilty. The case 
is being vigorously defended. 


PHILLIPS PETROLEUM COMPANY 
CONSOLIDATED BALANCE SHEETS AT DECEMBER 31 


ASSETS 


Current Assets: 


Cash, including time deposits — (1976 — $532,537,000; 1975 — $356,432,000) ... 


SHOnttenmminVestmentSuaes mane tnerictw cen ahs ake tee esnide scare Sime tau <a des: 
Notes and accounts receivable — 

(less allowances: 1976 — $9,548,000; 1975 — $10,089,000) ............... 
Inventories: 

Crude oil, petroleum products, chemicals and merchandise .............. 

Matehialatand Sup DUOSgtas wmten, oro 05.8 (yas Aye ae ae ee anes Se ain as 


HOtAIMCULTEMEZASSELSH riers fers cer die eae reset cee ce yaa ce et mid 


Investments and Long-Term Receivables — 
(less allowances: 1976 — $13,550,000; 1975 — $13,869,000) —Note 2...... 


Properties, Plants and Equipment, at cost, less accumulated 
depreciation, depletion and amortization — Note 3....................... 


Prepaid and Deferred Charges ................ 0c cece eee eens 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current Liabilities: 

NCHS EMGl AECOUMUS [ERWEINIE sodooubeocdunocebduruedubos os Suncoseedoonger 
Long-term debt due within one year — Note 4 ................ cece cere scene 
ACCU CRAKE Speers seer eae sere cesr styl nis) tosineds lemstoceme eee eache, HremeG ese erate onokboreats 
Ottvensaccntlal Sipewee mesa witch or ac seen ce ate aera ce ietricaes eepameamae taint ne asa 


motaleGurrenteeiabilitiess wcmee, wee cc on oe eatin eee ners cree cs 
Long-letm Debt— Note-45 o.oo cao stad ss,» Rend pact oe beara 


Deferred Credits: 
Havevelpi(ey tic bod N els ioh commana eee a mee Oily Grant nico Sid oid oe Bcd 7 A Oto 
(By dedi oe Nea ee eros ee, key ee eer RP eRe ror Rr atid) SORTA ome ran 


Accrued. Contingent. Liabilities... 5.650% decks pos nes Sees eee oak wee he 


Minority Interest in Consolidated Subsidiaries .................-..-.0-555, 


Stockholders’ Equity — Note 6: 
Common stock, $2.50 par value: 
Shares authorized — 100,000,000 
Shares issued — (1976 — 76,567,277; 1975 — 76,261,836) .............-.... 


Capital’ in excess of par value of Common StOCK «eae 05 en essen 


Earnings’employed ini the business: 5.2... 3.26086 mone heresies yas 


Less treasury stock, at cost — 
(1976 — 12:096 shakes; 1975 — 18,177 shares), .... - 225.66 es chee eee wes 


ToOtalaStocknolders. EQUIRVe cc wrutttnele re ecco ela awaee aia anes seks serters 


1976 


648,592,000 
53,649,000 


710,604,000 


328,114,000 


117,598,000 


1,858,557,000 


432,235,000 


2,675,299,000 


102,372,000 


$5,068,463,000 


$ 559,413,000 


45,225,000 
428,770,000 


48,538,000 


1,081,946,000 
839,017,000 


292,959,000 


63,384,000 


356,343,000 
60,305,000 
10,511,000 


191,418,000 
472,270,000 


2,056,982,000 


2,720,670,000 


329,000 


2,720,341 ,000 
$5,068,463,000 


1975 


$ 477,367,000 
45,255,000 


629,036,000 


340,070,000 


129,530,000 


1,621,258,000 


404,401,000 


2,439,127,000 
80,143,000 


$4,544,929,000 


$ 526,317,000 
47,981,000 
261,891,000 
47,359,000 


883,548,000 
892,672,000 


201,606,000 
64,369,000 


265,975,000 
66,387,000 
12,048,000 


190,655,000 
455,136,000 
1,779,002,000 


2,424,793,000 


494,000 
2,424,299,000 
$4,544,929,000 
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PHILLIPS PETROLEUM COMPANY 


CONSOLIDATED STATEMENTS OF INCOME AND EARNINGS EMPLOYED IN THE BUSINESS 


1976 


Revenues: 


Sales-andfotheroperatingmnevemUesi eae yee rere iton aterm ne area $5,697,516,000 
44,036,000 


95,389,000 


Xo (UI Lin) SEVAMTIACKS Oli INOINSWIDSICHIEIAY COMISENNIOS .20000cco5cencaoodouguvaucese 
OUNEr FEVENUCS hie Patek eee ohm eget oN ese rey ARMarOaal Huss aNC 


5,836,941 ,000 


Costs and Expenses: 


Costs: and: operatingvexpenSeseesa4), seine sc oto ops) al a eee ee oe 4,017,912,000 


Sellings generaleandsadministrativesexpenSeS samen ein nen een ener 322,268,000 
Depreciation, depletion, amortization and retirements .°.....2...55-4.-5-4.5) 303,990,000 
inaxessotherthannincomestaxeSar— NOteromri erie oer renee 93,007,000 
Interestzandsexpensexoniindebtednessimmessnaie ale cena enn en eee 68,291,000 
Provision fomincome: taxes: — NOte yams imseey eis cies morse escent ares oer rar 619,817,000 


5,425,285,000 


Net TR COM oe tec ta es ere es) ean cern aa ee 


Earnings Employed in the Business at Beginning of Year: 


As: previously“reponted: 2... aia res etn k Woes ene ec, rans ne er ee 1,779,002,000 
Adjustment: Note:5 sn. 5.5 cera tn ethene ied ot eet Osc eee Cen A Ran eae _ 


AStrestareds.2sce om ne ee RB craic rt ot ducted Beet ae a ee eh ee 


411,656,000 


1,779,002,000 


1975 


$5,133,557,000 
28,791,000 
50,540,000 


5,212,888,000 


3,668,819,000 
322,462,000 
326,032,000 
93,798,000 
49,761,000 
409,448,000 


4,870,320,000 


342,568,000 


1,636,057,000 


(77,789,000) 


1,558,268,000 


2,190,658,000 


Dividends Paid (1976 — $1.75 a share; 1975 — $1.60 a share) ................ 


Earnings Employed in the Business at End of Year ........................ 


Net Income Per Share of Common Stock .....................0 00: ee eeue $ 5.39 


*In addition, taxes of $208,000,000 in 1976 and $267,000,000 in 1975 were collected on 
the sale of petroleum products and paid to taxing agencies. 
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133,676,000 


$2,056,982,000 


1,900,836,000 


121,834,000 


$1,779,002,000 


$ 4.50 


PHILLIPS PETROLEUM COMPANY 


CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


Funds Provided from Operations Consisted of — 
NGtHiniCOM Came mrncr ee Bre np erm own an Setkt cn Git eter nshetny unin ee toN iy his cneeyact'aes 
Non-cash items included in earnings, as follows — 


$ 411,656,000 


$ 342,568,000 


Depreciation, depletion, amortization and retirements ............... 303,990,000 326,032,000 
@thera(pnimaniivedeterredataxes)ms wae eee ere er eric 99,029,000 55,335,000 
814,675,000 723,935,000 

While Funds Were Expended for — 
PAROLE, folkelus Zlnel exe ioe aha aoacdoacsoomedosocdocn coop ogeonanance 727,774,000 693,879,000 
LAVEStIM CIILSaeeer ee TA aE NE eee cca a tax Goats ye Mae suserutiay cuttin eed SE ea seamen earn tee 36,643,000 35,361,000 
DividendsosCompanvestockholdersimamsm scene oar ei teee reenter tiene 133,676,000 121,834,000 
AECIUSIOM Gi Keine tan) loNeAMONMINCIS San coccoce aud asd coeeunbeornodoseuduocoue 113,913,000 76,141,000 
QNGNETE Se oaGed Khas Bie ch ee RNs eairrsrar “PTE anhg Meirinrern 8 een 44,558,000 45,418,000 
AdGitionSstOswonkings capitalicnas sci cu ek coe ce coches mee eeneweecne ce ea cmenc re 38,901,000 160,996,000 


WhichslettraDeliciencycOl 02 Shee eee bop ches eee ne Ree Sole ere os 


This Deficiency Was Financed by — 


1,095,465,000 


1,133,629,000 


$ 280,790,000 


$ 409,694,000 


EONGRtelMPOOMOWIMGS 2c tari. cha ale aa. of isis Nasco weave cue woe areca eame Ne Mane, Mae eemgTan $ 55,067,000 $ 310,576,000 
PROPSrl Vaca eo Sean she UreImONnts cscate ne tio coer gv ac socre cin tehane a eee ma Mee = 183,686,000 86,267,000 
SAlSSHOTMINVESUIMCNLSeareccer neers cis eer ors cut acsos Gp) sas et een Serer ae) ae Neate eater aie tae 23,975,000 3,723,000 
PROCES iron Sale) Cl? (Colnmevelihy GES siosocanctsnoaenscosaetoobocoasanoor 18,062,000 7,658,000 
OEIC gare ee Pee ree ar os A Se cme sev seus Zac adie eb ese ba pews sir sue her tire taewracaeh omeiar i — 1,470,000 


Changes in Components of Working Capital: 
Gashmandeshonrt=tenmpinvestmentSacra casi ecra ie iene weiner cena ice accrrsg 


$ 280,790,000 


$ 409,694,000 


$ 179,619,000 


$ 129,138,000 


Nets Ble) ACOUIMS TKSCEINGIONE: 6c oon n con gon buono hyoopuonoasconesatqouamer 81,568,000 17,695,000 
INVENTOn SS Heer eee eo co tron cert an aot: ek nce ou ce apse arse Meares os Ts5 (23,888,000) 8,726,000 

motala@GUrnemtsASSOtSs seo he ye cose: ciation oe emeiaten cs tae erence teeca scrapie 237,299,000 155,559,000 
NOLES Elntel EVCOUMIUS [OEWEISIG: Gaconapecoadaoseano onc oosnddoounsneoccoodbes 33,096,000 (16,580,000) 
Eong-tehmacdebtidues withinnome nyc al tarsi merece) eters) titer etre eterno rte (2,756,000) 8,944,000 
AccrledmtaxessandsothensacCCrualSmeen ernie ce eens eae eee eee mera trent rere 168,058,000 2,199,000 

motaleGutrenteliabiliti@S: come trae ccaicn ae tear Ce Pare eect rane 198,398,000 (5,437,000) 
Additions to. working capital) 2. cack... n ne oc oa aka ate Meera een o eae: $ 38,901,000 $ 160,996,000 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 


The Board of Directors and Stockholders 
Phillips Petroleum Company 


We have examined the accompanying consolidated balance sheets of Phillips Petroleum Company at December 31, 
1976 and 1975 and the related consolidated statements of income and earnings employed in the business and changes 
in financial position for the years then ended. Our examinations were made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting records and such other auditing proce- 
dures as we considered necessary in the circumstances. 


In our opinion, the statements mentioned above present fairly the consolidated financial position of Phillips Petroleum 
Company at December 31, 1976 and 1975 and the consolidated results of operations and changes in financial position 
for the years then ended, in conformity with generally accepted accounting principles applied on a consistent basis 
during the period. 


Tulsa, Oklahoma ARTHUR YOUNG & COMPANY 


February 25, 1977 
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NOTES TO FINANCIAL STATEMENTS 


NOTE 1— ACCOUNTING POLICIES 


Consolidation Principles and Investments — The 
consolidated statements include the accounts of 
companies owned more than 50%. Investments in 
companies owned 20% to 50%, inclusively, and in 
corporate joint ventures are accounted for using the 
equity method. Investments in other companies are 
carried at cost except that equity securities for which 
quoted prices are available are carried at the lower 
of aggregate cost or market, computed separately 
for current and noncurrent securities. 


Inventories — Crude oil, petroleum products and 
chemicals are priced at cost, which is lower than 
market in the aggregate, mainly on the last-in, first- 
out basis. Materials and supplies are priced at aver- 
age cost or replacement cost, with allowance for 
condition of used material. 


Depreciation and Depletion — Depreciation of prop- 
erties, plants and equipment is determined by the 
group straight-line method, individual unit straight- 
line method and the unit of production method, 
applying the method considered most appropriate 
for each type of property. Leasehold costs of pro- 
ducing properties and the intangible development 
costs of productive wells are amortized on the unit 
of production method based on estimated recover- 
able oil and gas reserves. 


Exploratory Costs — Undeveloped oil and gas lease- 
holds are capitalized and that portion of the costs 
applicable to properties which it is estimated will be 
surrendered is amortized over the estimated holding 
period. Dry holes and undeveloped lease rentals 
are expensed. Geological and geophysical costs re- 
sulting in the acquisition or retention of leases are 
capitalized with the remainder being expensed. 


Property Dispositions — When complete units of de- 
preciable property are retired or are sold for con- 
tinued use, accumulated depreciation is reduced by 
the applicable amounts and any profit or loss is 
credited or charged to income. When less than com- 
plete units of depreciable property are retired or 
disposed of, the difference between asset cost and 
salvage value is charged or credited to accumulated 
depreciation. 

Maintenance and Repairs — Maintenance and repairs 
are charged against income. Major renewals and re- 
placements are charged to property accounts, and 
the assets replaced are retired. 


Income Taxes — Deferred taxes are provided for all 
significant timing differences in the recognition of 
revenue and expenses for tax and financial purposes. 
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The application of this method to intangible develop- 
ment and certain other costs was adopted January 1, 
1975, on a retroactive basis, as explained in Note 5. 


The allowable investment tax credit is applied as a 
reduction of income taxes. 


NOTE 2— INVESTMENTS 

Investments at December 31, 1976, include 10,326,321 
shares of common stock of Pacific Petroleums Ltd. 
(‘Pacific’), representing 48.38% of the total shares 
outstanding. These securities had a carrying value 
of $201,878,000 and a quoted market value of 
$293,009,000 at December 31, 1976, which does not 
purport to be realizable value. At the same date, 
net assets of Pacific in Canadian dollars amounted 
to $403,074,000 which consists of current assets 
$138,932,000, net property, plant and equipment 
$503,006,000, investments $106,683,000, current lia- 
bilities $58,103,000, long-term debt $170,899,000 and 
provisions for future income tax $116,545,000. Earn- 
ings of Pacific for 1976 in Canadian dollars were 
$66,431,000. 


NOTE 3— PROPERTIES, PLANTS AND 
EQUIPMENT 

The Company’s investment in properties, plants and 
equipment is summarized as follows: 


December 31 


1976 1975 
Natural Resources ............ $2,953,921,000 $2,588,904,000 
Petroleum Products ........... 1,119,355,000 1,309,191,000 
Chemicals tases. eee eee 759,025,000 701,393,000 
Othermamerce: come ree ater ee ree 135,247,000 112,861,000 


4,967,548,000 4,712,349,000 
Less accumulated depreciation, 


depletion and amortization ... 2,292,249,000 2,273,222,000 


$2,675,299,000 $2,439,127,000 


NOTE 4—LONG-TERM DEBT 
Long-term debt due after one year at December 31, 
1976, consists of the following: 


8/8 %) Debentures Due 2000...) see eee $250,000,000 
7% % Debentures Due 2001 ................... 199,268,000 
6% Guaranteed Sinking Fund Debentures Due 1981 8,750,000 
52% Guaranteed Swiss Bonds due 1983 ....... 24,540,000 
Notes payable to banks, insurance companies 
and others: 
At 7%-8Y4%, due 1978-1990 .............. 62,854,000 
At 5% %-62%, due 1978-1991 ............ 239,552,000 
At 4%-5%, due 1978-1989 ................ 10,466,000 
LUC IEIES CLOMNICENTOMIS coocancosoacsgnvsunuvenssec 22,752,000 
COUN G Fags hrs rea Som toide yep ee ne re 20,835,000 
$839,017,000 


Maturities of long-term debt for the next five years 
are: 1977 — $45,225,000 (included in current liabili- 
ties); 1978 — $53,501,000; 1979 — $54,879,000; 1980 
— $52,278,000; 1981 — $39,253,000. 


Arrangements existed at year-end for a subsidiary to 
borrow the equivalent of $25,000,000 to finance its 
proportionate share of expenditures for the Ekofisk 
project field development program. Repayment of 
such loans would commence in 1977 and continue 
through 1983. 


NOTE 5— TAXES 


1976 1975 
Operating taxes 
PIODCKIVMNU RA Sta Onn A ttle au $ 31,503,000 $ 32,624,000 
Grosssproaductionin 4.460.065. 55. 29,304,000 28,687,000 
SOCIGIESECULILY <ccaers. 8 ceetls oe oa 21,663,000 20,848,000 
CNG odo Shots eee 10,537,000 11,639,000 
93,007,000 93,798,000 
Income taxes 
Federal 
CUTE 85 5 a ee ee 164,199,000 110,527,000 
Detenredian er ae ee oes 27,705,000 18,314,000 
Foreign 
CUnhentierreeses ee tacist acta ee 347,356,000 235,762,000 
DEfenre Cie ot os tends sco eness ts 63,974,000 32,632,000 
SiGIO! < GE Sa eee eee 16,583,000 12,213,000 
619,817,000 409,448,000 
Total taxes charged to income ... 712,824,000 503,246,000 
Excise taxes collected on the sale 
of petroleum products and paid 
to taxing agencies ........... 208,000,000 267,000,000 
$920,824,000 $770,246,000 


The amount of investment tax credit applied as a 
reduction of the provision for federal income taxes 
was $41,804,000 in 1976 and $20,562,000 in 1975. 
See Note 10. 


Deferred taxes on timing differences which were 
recognized in 1976 and 1975 were: 


1976 1975 
Excess of tax over book 


Gepreciationeweine cece ae $25,876,000 $23,918,000 
Excess of intangible drilling and 
certain other costs over book 
DILOVISIONSPea lek sey Gees tol eee 40,362,000 19,637,000 
Unrealized exchange net gain (loss) 
OMG 6b taal sre ste ers peee are e 19,516,000 (1,245,000) 
(CVE es eh REF ee Sass TS Oe ae ee 5,925,000 8,636,000 
$91,679,000 $50,946,000 


The Company’s effective income tax rate differs from 
the federal statutory income tax rate due to the fol- 
lowing reasons: 


Percentage of 
Pretax Income 


1976 1975 

Federal statutory income tax rate .......... 48.0% 48.0% 
Excess of foreign tax over the allowed 

fofeignintaxacredit~mmret er teen eee 16.1 14.5 
U. S. tax deduction for excess 

NRG IMACS COCUION .cosncccccnccanceos ( .8) (1.5) 
Equity in undistributed earnings of certain 

companies for which tax has not been 

accrued because of plans to reinvest 

earnings and tax savings on 

dividendSereCeiVCcimeme janet rae re (1.9) (2.7) 
Investmentataxacredit=ernaem lee ee (4.0) (2.7) 
Increase in foreign taxes due to currency 

translation: fluctuations <2... (6.56). 4-255 3.0 — 
QUE Taranto RO EES eee hy tid en a (3) (1.2) 
Elfoctive. tax.rato un metre eo. mn en i tree. 60.1% 54.4% 


At December 31, 1976, income taxes have not been 
accrued on $89,645,000 of the Company’s equity in 
undistributed earnings of certain subsidiaries and 
corporate joint ventures because of reinvestment 
plans for such funds. 


The elimination by the Tax Reduction Act of 1975 of 
the percentage depletion allowance for oil and cer- 
tain gas production of major oil companies caused 
the Company to commence inter-period tax allocation 
on intangible development and certain other costs. 
Accordingly, a charge in the amount of $77,789,000 
was made against earnings employed in the business 
for deferred taxes applicable to such costs prior to 
January 1, 1975. This change had no material effect 
on earnings for 1975, nor would it have materially 
affected earnings for prior periods had such policy 
been in effect. 


NOTE 6— STOCKHOLDERS’ EQUITY 


During 1976 common stock issued increased 305,441 
shares and capital in excess of par value of common 
stock increased $17,134,000. This resulted from the 
sale of 273,600 shares to the Thrift Plan Trustee, the 
contribution of 31,841 shares to the Trust Fund estab- 
lished under the Employee Stock Ownership Plan 
and the distribution of 6,081 treasury shares under 
the Incentive Compensation Plan. 
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NOTE 7—LEASE RENTALS, COMMITMENTS 

AND CONTINGENT LIABILITIES 

Rentals on leases covering bulk and service stations, 
tank cars, office space and other facilities entering 
into the determination of net income follow: 


1976 1975 
FIMEINGIING) IOEISISS ccc cs goccase oun. $37,873,000 $ 42,542,000 
Other *leaseSwec ars eee 58,419,000 57,985,000 
Total rentalS Se cnc cre ee 96,292,000 100,527,000 
Less subleasing income .......... 27,299,000 26,339,000 
Nek ‘rental Stuer nee eee ee $68,993,000 $ 74,188,000 


Contingent rentals included above amounted to 
$989,000 in 1976 and $4,233,000 in 1975, and are 
generally based on the volume of motor fuel sold 
through bulk and service stations. Most station 
leases have renewal options for varying periods at 
monthly rentals at least equal to the rentals paid 
during the primary lease term. Some of these leases 
include purchase options exercisable after a speci- 
fied number of years. Basic rental commitments (net 
of subleasing income) under noncancelable leases 
at December 31, 1976, the related subleasing income 
and present values of noncapitalized financing lease 
commitments at December 31, 1976 and 1975, follow: 


Basic Rental Commitments 
(Net of Subleasing Income) 


Marketing Other Subleasing 
Properties Properties Total Income 
"(in thousands) 
All leases 
1OAL Aa eee ee $ 23,176 $ 8989 $ 32,165 $ 8,244 
Hho VAs waar recs cree wehie cee, He 22,316 8,818 31,134 7,813 
UAC peers Seen ee ees 21,632 7,292 28,924 7,202 
198 Oe ed oe er ene 17,886 7,289 LOS 6,112 
NOS There ie cot vreneen eae 16,714 6,721 23,435 5,871 
1932-1198 Glee 71,339 25,906 97,245 16,141 
1198/7119 Oil nee 41,729 10,457 52,186 2,064 
1992-110 9 Gleaner 12,019 1,323 13,342 _ 
Remaining years .... 1057, 776 1,833 _ 
Totaly es reece $227,868 $77,571 $305,439 $53,447 
Financing leases 
Total commitments .. $211,681 $67,964 $279,645 $51,127 
Present values: 
December 31, 1976 $141,184 $46,626 $187,810 $41,305 
December 31, 1975 $202,088 $50,005 $252,093 $41,621 


The weighted average interest rate used in determin- 
ing the present values was 6.3% for both 1976 and 
1975, with rates ranging from 2.8% to 10.0%. 
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The effect upon net income of capitalizing all non- 
capitalized financing leases is not presented since 
it is less than 3% of the average net income for the 
most recent three years. 


At December 31, 1976, the Company was contingently 
liable for $227,983,000 of obligations of other com- 
panies. In addition, the Company has contingent 
liabilities with respect to claims and commitments 
arising from agreements with pipeline companies in 
which it holds stock interests whereby it may be 
required to provide such companies with additional 
funds through advances against future transportation 
charges. 


A number of legal proceedings in which the Com- 
pany or a subsidiary appears as plaintiff or defen- 
dant are pending in various courts or governmental 
agencies. For information relating to the status of 
certain legal proceedings refer to ‘“‘Report on Certain 
Legal Proceedings,” page 30. 


While it is impossible to estimate the ultimate liabil- 
ity in respect to contingent liabilities, the Company 
is of the opinion that any liability for which provision 
has not been made will not have a materially adverse 
effect on its financial position. 


NOTE 8 — RETIREMENT INCOME PLANS 

The parent company and its subsidiaries have retire- 
ment plans covering substantially all of their em- 
ployees. These plans are being funded based on 
pension costs accrued as determined by actuarial 
studies. Charges to income for such plans were 
$38,214,000 for 1976 and $39,738,000 for 1975. At 
December 31, 1976, retirement plan assets of the 
parent company’s plan (which accounts for approxi- 
mately 80% of total participants) substantially ex- 
ceeded the present value of vested benefits under 
such plan. 


Effective January 1, 1976, based on the recommen- 
dations of its actuary, the Company adopted changes 
in the actuarial method and assumptions used in its 
retirement plan which will facilitate compliance with 
the provisions of the Employee Retirement Income 
Security Act of 1974 and more accurately reflect 
actual experience and future expectations. Changes 
included the adoption of the entry age normal cost 
method (in lieu of the frozen initial liability method) 


and changes in assumptions relating to investment 
yield, salary scale progression, mortality, turnover 
and early retirement rates. These changes will not 
have any material effect on Company contributions 
to the plan. The adoption of the entry age normal 
cost method did not increase the Company’s lia- 
bilities for pensions but did result in an increase 
in unfunded actuarial liabilities along with a cor- 
responding reduction in future normal costs. The 
unfunded actuarial liability amounted to approxi- 
mately $214,000,000 which is being amortized at the 
rate of 10% per year. 


NOTE 9—INCENTIVE COMPENSATION PLAN 

Under the Company’s Incentive Compensation Plan, 
adopted in 1965, a provision of $5,858,000, which 
was substantially less than the maximum permitted 
under the plan, was made against 1976 earnings in 
anticipation of awards to key employees in 1977. 
Earnings in 1975 included a provision of $4,585,000. 


NOTE 10 —EMPLOYEE STOCK OWNERSHIP PLAN 
In 1976 the Company adopted an Employee Stock 
Ownership Plan, effective January 1, 1975, for eli- 
gible employees of Phillips Petroleum Company and 
certain subsidiaries. The plan is funded solely by an 
additional one percent investment tax credit avail- 
able for such purpose under the provisions of the 
Tax Reduction Act of 1975. The Act permits an ad- 
ditional one percent tax credit if an amount equal to 
the credit is used to provide company stock for em- 
ployees; therefore the plan had no effect on income. 
Under present provisions in the tax law the additional 
tax credit may be continued through 1980. 


NOTE 11— ACCOUNTING CHANGE FOR 
TRANSLATION OF FOREIGN CURRENCY ITEMS 
On January 1, 1976, the Company was required to 
comply with Statement No. 8 of the Financial Ac- 
counting Standards Board which provides that cash, 
temporary investments, receivables and payables 
shall be translated at current rates of exchange with 
other assets and liabilities translated at historical 
exchange rates. Prior to this date current assets and 
current liabilities were translated at current rates 
while all other assets and liabilities were translated 
at historical rates. Net unrealized translation losses 
were charged against income; net unrealized transla- 
tion gains were credited to a reserve for exchange 
losses. Since the change did not have a material 


effect on 1975, earnings for that year have not 
been restated. Translation losses reduced earnings 
$37,338,000 in 1976 and were not material in 1975. 


NOTE 12 — RESEARCH AND DEVELOPMENT 
EXPENSES 


Charges to income for research and development 
were $40,215,000 in 1976 and $33,667,000 in 1975. 


NOTE 13 — FOREIGN OPERATIONS 

The balance sheets include net assets applicable to 
operations in foreign countries in the approximate 
amounts of $1,344,795,000 for 1976 and $1,252,761,- 
000 for 1975. Earnings from such operations were 
$118,691,000 for 1976 and $105,211,000 for 1975. 


NOTE 14— QUARTERLY FINANCIAL DATA 
(UNAUDITED) 


Sales Income Net income 
and other before per share 
operating income Net of common 
revenues taxes income stock 

1976: (A) ~ (in millions except per share figures) 
First quarter ..... $1,380 $ 244 $ 98 $1.28 
Second quarter (B) 1,387 215 (C) 90 Voll 
Third quarter ..... 1,396 270 98 1.29 
Fourth quarter .... 1,535 302 (D) 126 1.65 
‘Ota rene $5,698 $1,031 $412 $5.39 


(A) See Note 11 for an explanation of the accounting change re- 
quired by Statement No. 8 issued by the Financial Account- 
ing Standards Board on translation of foreign currency items. 
Additional information on translation gains and losses is dis- 
closed in the interim reports to stockholders. 


See ‘‘Report on Certain Legal Proceedings,’ page 30, con- 
cerning sale of assets in four western states. 


Includes a charge of $8,039,000 due to cancellation of a 
tanker construction contract. 


(D) Includes a charge of $21,000,000 for a writedown of the 
carrying value of certain fixed assets in the Company’s 
fibers operations, which was substantially offset by profits 
realized from inventory liquidations. 


NOTE 15 — ESTIMATED REPLACEMENT COSTS 
(UNAUDITED) 

The Company’s Annual Report on Form 10-K as filed 
with the Securities and Exchange Commission (a 
copy of which is available upon request) contains 
required information with respect to the estimated 
replacement cost of inventories and productive ca- 
pacity at December 31, 1976, and the related esti- 
mated effect of such costs on costs and operating ex- 
penses and depreciation, depletion and amortization. 


(B 


— 


(C 


— 
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DISCUSSION OF EARNINGS FLUCTUATIONS 


Year Ended December 31, 1976 


The Company’s earnings for 1976 increased 
$69,088,000 or 20% over 1975. Of total 1976 earn- 
ings, domestic operations accounted for 71% or 
$292,965,000, an increase of $55,608,000 or 23%. 
Foreign earnings accounted for $118,691,000 of total 
earnings, an increase of $13,480,000 or 13%. The 
improved earnings were primarily due to higher sales 
prices for motor fuel, natural gas and chemicals, and 
improved equity in earnings of nonsubsidiary com- 
panies. Foreign currency translation losses reduced 
earnings $37,338,000 in 1976 and were not material 
in 1975. 

Total revenues increased $624,053,000 or 12% in- 
cluding $563,959,000 for sales and other operating 
revenues which was the result of higher selling prices 
partly offset by lower sales volumes for natural gas, 
ethylene and fertilizer and lower fertilizer prices. The 
Company’s equity in earnings of nonsubsidiary com- 
panies increased $15,245,000 because of improved 
earnings of foreign affiliates. A $44,849,000 increase 
in other revenues primarily consists of increased 
interest income and profit from sale of certain prop- 
erties, plants and equipment. 

Total costs and expenses increased $554,965,000 
or 11%. Increased costs and operating expenses of 
$349,093,000 are accounted for by higher volumes 
and prices for crude oil purchases and increased 
production and operating expenses. The reduction of 
$22,042,000 in depreciation, depletion, amortization 
and retirements is attributed to a reduction of 
$50,042,000 in dry hole charges partially offset by 
an increase in retirements. Interest and expense on 
indebtedness increased $18,530,000 due to slightly 
higher interest rates on higher average indebtedness. 
The provision for income taxes was up $210,369,000, 
with increases of $142,936,000 for foreign taxes and 
$67,433,000 for U.S. taxes. 
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Year Ended December 31, 1975 


The Company’s earnings for 1975 declined 
$87,209,000 or 20% from 1974 earnings before cumu- 
lative effect of an accounting change. Of total 1975 
earnings, domestic operations accounted for 
$237,357,000 or 69%, down 7% from last year, and 
foreign operations accounted for $105,211,000, down 
40%. The lower earnings were mainly due to sub- 
stantially higher income taxes and lower earnings 
from worldwide chemical operations. Partially off- 
setting these factors was a 17% increase in world- 
wide crude oil production, due entirely to rising 
North Sea output. 

Total revenues increased $107,168,000 or 2%. This 
was due to an improvement of $152,853,000 in sales 
and other operating revenues, primarily the result of 
higher product prices partially offset by lower prod- 
uct sales volumes. Equity in earnings of nonsubsidi- 
ary companies was down $30,951,000 due to de- 
creased earnings of foreign affiliates. Other rev- 
enues decreased $14,734,000 mainly due to lower 
interest income. 

Total costs and expenses increased $194,377,000 
or 4%. Of the total increase, costs and operating 
expenses accounted for $71,620,000 and selling, gen- 
eral and administrative expenses $10,910,000, the 
major portion of each being attributable to higher 
payroll costs. Charges for depreciation, depletion, 
amortization and retirements were $52,488,000 higher, 
of which $47,745,000 was dry hole costs. Taxes other 
than income taxes were up $8,989,000, principally 
taxes levied on the production of crude oil and 
natural gas. 

Interest and expense on indebtedness declined 
$3,070,000 because of lower average outstanding 
debt during the year. The provision for income taxes 
increased $53,440,000 with an increase of $62,547,000 
in foreign taxes and a decrease of $9,107,000 in U. S. 
taxes. The higher foreign taxes are the result of in- 
creased earnings and higher foreign tax rates. The 
decrease in U.S. taxes is due to lower earnings and 
larger investment tax credit, which were substantially 
offset by higher taxes resulting from the Tax Reduc- 
tion Act of 1975. 


TEN-YEAR FINANCIAL REVIEW (dollars in millions, except per share amounts) 


1976 1975 1974 1973 1972 1971 1970 1969 1968 1967 
CONSOLIDATED BALANCE SHEETS AT DECEMBER 31 
Assets 
Current assets: 
Cash and short-term investments ............. SOU2 see O22) eo 398 0 Oe 44 Lrg 335-08 go 220t eo Loy oy, 1e7-4 SS 1954 $1470 
Notes and accounts receivable—net.......... 710.6 629.0 611.3 502.7 383.8 382.8 410.6 392.3 388.3 351.5 
Inventories: 
Crude oil, petroleum products and chemicals. . B15:3 326.5 Ska}5),// 225.9 231.2 240.5 212.6 217.6 220.3 203.9 
WenCha nd |SCumeerin paos porn mee tte oes 4 12.8 13.6 13.3 13.1 14.6 18.7 21.9 24.1 Zales) 24.3 
Matenalsrand supplies .....000sss16 05000... 117.6 129.5 91.9 49.9 35.1 Blom Sy 7/ 312 29.6 30.8 
MOLAIBGUIKENTCASSELS = oe ees wal cmon ne eee ous kos), G23) NN SYP LOO 903.2 817.9 852.6 795e1 757.6 
Investments and long-term receivables —net ..... 432.2 404.4 360.5 379.8 377.8 391.8 361.6 383.5 sel 317.8 
Properties, plants and equipment—net ......... AAV YEARS ely Ney} IL Gy ARS i tiseeya) algo ey Levey RG) al 7/08)-7/ 
Prepaid and deferred charges ....... ee afer ae ee 102.4 80.1 47.8 42.0 30.8 38h 7/ 415 39.9 36.4 29.6 
TRAILS GCS MEI ANA cpl scecans cottons cieve.e aaa 068.0) 4 5a44°9" 410281 31606:85 5 3;26916 3,166.7 3071-5 3,224" 2913-5 281477 
Liabilities and stockholders’ equity 
Current liabilities: 
Notes and accounts payable ................. SS Bewlee 83 GYash 85 bY) 8S Aly SS Bo) Sh Poy) SS ABS} SS Aolib SS AAS SS Asay 
Long-term debt due within one year .......... 45.2 48.0 39.0 60.6 52a) Oe 106.1 75.9 47.1 49.9 
NORGE TAOS TS seers ee ae 428.8 261.9 264.9 Dez. 113.1 102.5 114.5 119.7 87.5 86.3 
OMIIGR CIBOUUETESS Sole Sete ie eee 438.5 47.3 42.2 41.8 40.6 36.1 28.9 27.9 is 7Afeil 
orameunnent liabilities 4.0.0. cece eae ceed 1,081.9 883.5 889.0 620.8 482.9 445.3 529.8 474.6 428.9 429.7 
RRMATELOL Soe oe Ric le ss gh ag erelee 839.0 892.7 658.2 799.1 791.8 800.2 687.9 787.4 655.2 690.0 
Mefemedieincome taxes: c.4 .6 a. ce ches crea cede awe 293.0 201.6 72.9 64.2 61.5 63.0 5/23 59.7 68.4 70.9 
Wie MROeLECGCheGItS ccc oc one npt esas es coe teas 63.4 64.4 66.3 63.3 41.9 41.8 36.3 aL 7/ 63.5 61.2 
Accrued contingent liabilities .................. 60.3 66.4 60.0 90.4 67.0 60.7 57.4 50.5 45.2 27.6 
Minority interest in consolidated subsidiaries ..... 10.5 12.0 8.0 5.4 47 6.5 9.9 ZAV A 15.6 15.9 
Stockholders’ equity: 
Common stock, $2.50 par valle .............. 191.4 190.7 190.7 190.7 190.6 190.5 190.3 190.3 189.7 179.6 
Capital in excess of par value of common stock. . 472.3 455.1 451.3 444 0 440.8 437.2 433.3 433.3 427.4 S292 
Earnings employed in the business ........... 2057 0 1079.0) 163605 3134390) A217 11609" oN 1254" 1110/4 1.0/6.5 1,067.9 
2,720.7 2,424.8 2,278.0 1,978.6 1,843.1 1,788.6 1,749.0 1,734.0 1,693.6 1,576.7 
Bscmrieasury SOCK <....) 2.8 ese lee eee ces 3 a) 4.3 15.0 Za 39.4 56.1 56.6 56.9 o7.3 
otalestockholders! equity)... .2....6........0.. 27204. 2,4243. 2.2737) 1,963:0) 8, 819'3 1,749.2 1692-9" 1,677.4: + 1;636.7 - 1,519.4 
Total liabilities and stockholders’ equity ......... 5068-5 4,544.9 4.028. 1 23,606.85" 3,269.6) 93,1667" (30715 31224 —2:913:5 — 2,814)7 
Stockholders’ equity per share* ................ $3553 $ 31:80 $ 29:88 $25.94 $224.14 $23.40 $ 22.86 $ 22:66 $ 22.18 $ 21.79 
PROPERTIES, PLANTS AND EQUIPMENT 
Gross investment 
NAUCTCIMTCSOULGCCS eet aca a teehee io te oh enc ate eine $2,953.9 $2,588.9 $2,440.2 $2,078.6 $1,909.9 $1,803.3 $1,756.4 $1,736.5 $1,594.7 $1,502.8 
RetroletinmpnoductSues se ae steateadet cn isle ee: TAG Ale 3 092s 16193! Gimme 47 eet 422) tn led) 22 222 lal 17, 9 eee 224 
CLUCUTTCE Ss olen Sa a eo eee 759.0 701.4 666.3 798.4 763.8 733.5 684.1 630.0 583.8 538.5 
OUIC NE e es ean coe te Sones Te 135.2 112.8 105.6 100.2 98.4 98.6 100.1 97.4 97.1 94.3 


Net investment 


PRcmm AL AV ESOUSCES trys clase Wek Wot wasn es $1,651.1 $1,376.9 $1,190.3 $ 921.5 $ 8182 $ 7589 $ 7456 $ 7483 $ 654.4 $ 601.8 
Beteietim Products... 6am ces eee Meteor, AS 578.3 660.2 981.3 556.1 558.6 592.3 634.7 654.8 676.7 720.2 
PETG oe EE Seer eee os can 372.1 350.2 334.1 428.6 433.1 436.1 416.4 389.2 362.9 332.8 
IME? NORGE STIRS gee ea ne 1 ee a 73.8 51.8 48.4 46.1 47.9 50.7 53.8 94.1 55.9 54.9 


2675.3 92,4391) (2,154.1) 69,9523 9 15857-8  °1,838.0. 1,850.5 1,846.4. 217499 9 1,709.7 


Se 


*Adjusted for two-for-one stock split in 1969. Note — In 1973 the valuation method for inventories of certain petroleum products and chemicals, previously 
calculated on the last-in, first-out monthly basis, was changed to the last-in, first-out annual basis. 
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CONSOLIDATED STATEMENTS OF INCOME 
Sales and other operating revenues: 


Natural’ resourcés- 8h 2e eae oe eee $ 816.9 $ 752.9 $ 622.7 $ 428.7 $ 386.8 $ 3682 $ 3653 $ 360.9 $ 3469 $ 3185 

Petroleume productsasa. cae et as nee 3,634.6 3,307.4 '.3,015.7~ 1,661.1 1,478.9 1,443:3° 1,412.6 1,350.6> “VS 

Ghemicale? Apr’: Adee sis Beate. pemerrene 4229.6 ~71,057.4°~ 1,319:6 881.7 630.1 53753 481.9 476.1 436.0 374.9 

Other <nsot A then ddnad ieee ies ro ae eee 16.4 15.9 22.7 18.5 16.9 14.4 13.3 14.4 12.9 12.0 
Total sales and other operating revenues ........ 5,697.5 5,133.6 ~4,980.7- 2,990.0 2,512.7 2:363:2° 2;273:1 - 2,202.0) = 2006 Gmeeeaies 
Other revenues (including equity in earnings of 

nonsubsidiary companies) .................2.. 139.4 mS 125.0 83.5 54.8 49.1 38.2 30.0 20.3 Silyy 
Totalzrevenues@ ase et eer eer: 5,836.9 5,212.9 5,105.7 3,073.5 2,567.5 2,412.3 2;311,3- 2/2320 025772 
Costs and operating expenses .................. 4017.9 3,668.8 3,597.2 2.0880 1,711.0 1,615.3 1,541.2 1,486.7 ~~ 1410¢eeet zion 
Selling, general and administrative expenses ..... 322.2 322.5 311.6 290.5 298.1 288.3 288.0 270.5 267.9 245.9 
Depreciation, depletion, amortization and retirements 304.0 326.0 273.6 238.9 223.1 201.3 198.4 195.1 187.0 170.1 
TaxessothermthansincOmentaXe Saar mere T iene 93.0 93.8 84.8 69.0 63.9 7 57.6 53.8 51.8 49.3 
Interest and expense on indebtedness ........... 68.3 49.8 52.8 62.3 58.8 62.6 54.2 49.6 40.5 43.0 
PAROMSON UOP WNCOUE WAKES. coco occocwenoeyuaes 619.8 409.4 356.0 94.4 64.2 52.8 52.0 46.2 42.7 64.4 
Notalkcostssandsexpensesme eaten tere 5,425.2 4870.3 4,676.0 2,843.1 2,419.1 2.2800 2,1914 2,101.9) 20003 ersaes 
Income before extraordinary items 

AiG GIACOUTNINS CMANGS ccc cceccocosen ao oceanc ANNI 342.6 429.7 230.4 148.4 132.3 119.9 130.1 126.9 164.5 
Extraordinary items and accounting change ...... = = (27.6) = = — (8.7) — 6.9 _ 
Netineomnet..c2 ah acer cee reere tne ee oem: 411.7 342.6 402.1 230.4 148.4 1323 111.2 130.1 133.8 164.5 


Per average share outstanding:* 
Income before extraordinary items 


andvaccounting ciange. te ee ae $539 $450 $566 $3.05 $1.98 $-ly8 $162 $176 “$ 174eeeecos 
Net COIs a. otra ta ot ee ere eee ec $539 $450 $530 $3.05 $198 $1.78 $150 $176 ‘S163 
Dividends<nertshare™ pe aces ear ree ee eee $175 $160 $1.45 -$ 130 $1230 $130 $130 $130 S272 e ee 


Income before extraordinary items 
and accounting change: 


As percent of average total assets ........ S. 8.7 8.3 PZ 6.9 46 43 3.9 44 45 5:9 
As percent of total revenues ............... 7k 6.6 8.4 ds 5.8 3),5) 52 5.8 6.0 8.2 
Percent of total revenues from outside U.S. ..... 19.6 18.2 Z3uI 21.5 16.1 17.4 13.4 WB hea OFS 


CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


Source 
Funds: trom Operations sere. en ee cat een ee $ 814.7 $ 723.9 $ 758A $ 469.3 $1367.44 $ 3327 $ 3166 $ 3174. $ 3/5 sesi ee 
Longstermacle bts sere yen een eer tetas Doel 310.6 76.9 80.6 49.7 257.0 10.0 210.9 152.0 136.1 
Property sales and retirements (including 
extraordinary” items) @o-.avee ere ee cee oe 183.7 86.3 91.2 24.8 28.6 43.7 Se 27.1 47.9 5ors 
Sales of investments (including extraordinary items) 24.0 Soll 20.5 9.6 26.2 14.3 Daa a8) 32.9 1957 
Capital: stock s7cnceri< ee eee ee Oe ae 8 18.0 7.6 18.0 11.6 19.8 20.8 A) 6.8 108.7 64.9 
Others: saint eds aerate aoe mee ice a = eo 9.7 19.8 4.0 6.5 2.8 17.4 8.0 44.8 
1,095.5 1,133.6 974.7 Si 7! 495.7 675.0 384.1 584.9 667.0 660.3 
Application 
Properties, plants and equipment: 
Natural resources: 2m teva e eee eee Ss $ 483.4 .$ 1489.8 $ 450.7 $ 2450 $ 1960 $ 1433 $ 1323 $ 2073 “<9 iiss sehis 
POUR TOMES, conceacecoocssonsooooaar 110.6 139.8 92.3 45.7 28.0 26.9 39.6 35.1 39.7 51.4 
Chemical S44 en ate onc eee ee he, oe 103.5 54.9 68.3 S59 38.7 51.6 62.5 71.4 ies 106.8 
Ober? «foe secrat 2 mcrae eran Sere er Reeese ere 30.3 9.4 6.7 2.4 2.0 S22 5.0 2.8 5.8 4.1 
Total caeteckeenatAt cant ee ees eo enna 727.8 693.9 618.0 329.0 264.7 225.0 239.4 316.6 289.2 279.8 
INVEeSIMENtSs eerie cea eons Cece ner rem acer paes 36.6 35.3 9.5 22a 6.2 23.2 Wee 66.1 18.9 18.0 
Reduction in long-term debt ................... 113.9 76.1 225.1 13.3 58.1 144.7 109.5 78.8 186.8 106.4 
Cash dividends”. 40.9200 sme Pacteae te 2 tee ae 133.7 121.8 110.0 98.2 97.6 96.8 96.3 96.2 927 81.1 
OEE, peeks iu ng totter teeter anne ee 44.6 45.4 47.3 8 6.7 15.6 21.6 15.4 41.1 4.4 
Increase (decrease) in working capital ........... 38.9 161.1 (35.2) Si, 62.4 169.7 (89.9) 11.8 38.3 170.6 


1,095.5. L1386 974.7 615.7 495.7 675.0 384.1 984.9 667.0 660.3 


*Adjusted for two-for-one stock split in 1969. 
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1976 1975 1974 1973 1972 1971 1970 1969 1968 1967 

CHEMICALS — OPERATING REVENUES 

Feedstocks and specialty chemicals ............ $ 442.2 $ 3421 $ 4236 $ 1663 $ 119.2 $ 108.2 $ 1024 $ 102.0 Se ut0.5 oe 00-7 
MINIM HOINICAS: 550 iboere s/n eevee che hm 190.1 164.4 173.2 EZ 93.0 81.2 70.5 68.0 66.7 55.6 
Mme ACU PDVODUCIS. orci. soo ddav-deu cue keans 159.6 151.9 138.5 110.0 100.0 86.6 94.0 95.3 103.6 105.9 
DPR INESING fr oie ois aco lk oe ate 208.9 130.3 131.0 94.9 62.4 51.5 51.2 50.0 41.8 33.0 
SE oo oie sae She oe ch noes 77.8 114.3 160.0 158.0 100.5 91.6 72.0 69.1 67.5 74.1 
2) IDES a 70.8 92.2 161.4 ihe 103.2 70.2 57.6 59.3 50.1 31.8 
Mihermesales- and: ServiCeS: ..tys..ece«so.ceceecs. 80.2 62.2 131.9 90.2 51.8 48.0 34.2 32.4 30.5 20.8 


1229.6. 1,057.4. 1,319.6 881.7 630.1 537.3 481.9 476.1 436.0 374.9 


OTHER DATA 

Shares outstanding at year-end —thousands* .... 76,555 76,244 76,102 75,709 75,387 74,741 74,062 74,041 73,776 69,717 
Number of stockholders at year-end ............. 120,170 126,865 131,621 135,966 153,292 166,012 172,979 157,052 145,665 139,670 
Total payroll including employee benefits ........ $ 550.2 $ 5288 $ 4789 $ 415.1 $ 3873 $ 3528 $ 335.0 $ 3268 $ 3289 $ 3123 
Number of employees at year-end ............... 27,797 = 30,506 += 30,802,» 33,429 = 35,265 += 333,280 3S 32,208 39s 32,660 »3=s 335,359 = 35,724 


————— ee — 


*Adjusted for two-for-one stock split in 1969. 


TEN-YEAR OPERATING REVIEW 


NET PRODUCTION OF LIQUID RAW MATERIALS — thousands of barrels daily 


Crude Oil 

United States 
es aS ORL Veneers excheond ous 50.8 54.2 56.3 57.7 577 54.9 54.6 51.8 53.7 54.4 
_LSTIQTESTEY "1s Ato) a a eo la 18.4 18.0 19.6 21.5 23:3 24.8 29.6 28.1 29.3 28.3 
TLS OTE Sai ALS 9 iS ae 10.5 10.4 11.8 13.7 WS 15.6 ro5 16.2 Way 20.0 
NEWEWIGXI COMM etter te ten te. Uo gtcc ns nee a 6.8 6.9 74 8.0 9.0 9.8 10.4 10.3 10.3 10.1 
LLNS ~ ee eee 46 4.2 45 2.0 ai oe 6.3 6.2 3.6 33 
ESS Cy a al a I ree of hte SRR ae rg ee 46 42 4.1 4.7 45 5.5 5.6 6.9 8.9 3.9 
| SUEUT SRS a esS art a 5 ae no ae 41 4.1 3.1 2.4 ae 2.6 2y 27 1.9 1.9 
CULO? GEN Ss cece a an eg 15.5 16.4 16.7 Vs} 12.8 13:2 14.2 15.4 14.5 12.9 


PLATT. She ait eel cel a ce et ara 92.8 63.1 11.5 10.7 11.0 23 — — — — 
BIC OM MRR iy: Beas iA ch alee arene ene sees 38.6 33.8 38.1 39:0 23-2 29.5 20.0 40.0 30.2 25.4 
PRICE MEQSU ca toNty ES Gs RMS ek eS 43a s sex 8 3:9 6.2 gi eel 12.6 14.0 12:2 2.6 _ — 
BME OIDCUICA eae arr ns eee nee sa ee — 1LS:5 20.8 23.1 19) 19.5 20.6 21.4 25.5 33.0 
137.3 118.6 79.5 78.4 66.3 61.3 92.8 64.0 55.7 58.4 

Mae MOMEO TOU teres coc ase tsp sass ties arses = Ba 252.6 237.0 203.0 200.7 196.5 191.4 £907 201.6 195.6 193.2 


Natural Gas Liquids 


BPO OSTACES 5.2 5 Sbincs hors tea ss Ne, eM 130.8 125.9 132.2 134.8 137.5 135.4 131.8 130.3 138.7 132.1 
ROD RMS eo APY GE ORT eta bd cs 3 3 3 fe! 3 2 2 = — _ 
BaHMATRCNIC Hele. |e eR sic MAG me as sehen a des a 1.8 Has) 28 2.4 2.6 2.2 163 1.2 12 
otalenatural: gas liquids: soc ssc ccs es Ps caves 311 128.0 134.8 137.4 140.2 138.2 134.2 131.4 139.9 133.3 
CLE) SUP UO ISR a ee 383.7 365.0 337.8 338.1 336.7 329.6 325.9 333.0 335.5 326.5 


1976 1975 1974 1973 1972 1971 1970 1969 1968 1967 


NET NATURAL GAS PRODUCTION — 
millions of cubic feet daily 


Unitedi:States. ec eae ee eee ae eee 1,247 1,312 1,433 1,481 1,534 1,566 1,591 1,436 1,429 1,460 
EURO DG iiss Papen as Aes deen eR ee 133 125 116 94 85 58 40 14 4 4 
Latins Ameri¢aca. cee oe eee ee es == 18 21 28 34 4j 48 33 == — 


1,380 1,455 1,570 1,603 1,653 1,665 1,679 1,483 1,433 1,464 


WELL COMPLETIONS — Net 


United? States —=Exploratory” 3. +... ec ene 18 44 53 38 3] 21 25 24 24 17 
== Developmentatncnn. toe ae 161 172 136 156 86 70 67 118 98 80 

Outside United States — Exploratory ............ 13 21 24 23 19 20 20 17 17 10 
— Development ........... 8 12 16 9 4 18 4 9 5 6 


OlL AND GAS WELLS — Net 


United<States =O ll 25 re sce ee he ere 6,202 6,191 6,184 5,806 5,795 6,004 6,316 6,457 6,387 6,589 
—= (6S Eile) @OMMENG cococcasconc 2,129 222 2,086 2,006 1,945 1,936 1,964 1,997 1,961 1,953 
Outside United States —All wells .............. 91 82 267 262 249 310 312 387 465 543 


8,422 8,395 8,537 8,074 7,989 8,250 8,592 8,841 8,813 9,085 


NET OIL AND GAS ACREAGE — thousands of acres 


United “States: 20. 020 2. eoncee ere ene fee 6,570 7,197 7,203 6,792 5,793 9,382 9,273 4,709 4,577 4,333 
Ganatlan th te asand sence ee citer eee eae 3,174 3,452 Srey! 3,166 2,820 2,246 2,174 1,867 — = 
LatintAmenieay lc jaces nas rrr s ahem ere 3,624, 127228" 43,012 9,829 3,310 695 3,185 4,742 4,854 1,820 
EUNOP@? atic cctenante sae wiieoy. che area marae are 1,457 1,457 Lie 1,397 1,267 1,227 1,424 1,394 1,375 1,238 
RitiCas Gets uw erase teeee troche ae eer 7,185 7,994 13,158 9,906 13,816 8,403 9,009 13,860 16,999 18,398 
Middle: Eastotisc vet oc uc 2 arene oie 1,753 1,753 3,031 Biot 2,093 . 13,852 13,852) x:12,252, Zao RSE: 
SOUtheaStASIA) ake oes ee ee ee ye 24,960 28,564 32,086 37,348 31,018 38,852 47,106 57,627 40,000 = 
New Zealand and Australia ..................+. 23,678 1,511 2,990 6,072 5,969 6,272 7,290 9290 10/833 99 16,976 


REFINERY RUNS — thousands of barrels daily 


UnitedieStatesi—= Grud cmc | eee 318 368 373 395 386 371 364 359 356 335 
— Natural gas liquids ............ 142 133 150 149 159 157 162 158 159 162 
Outside United States— Crude oil ............. = 2 1 2 3 8 15 15 16 17 


REFINERY CAPACITY — thousands of barrels daily 


WUnitedeStates—=Gridemoi lees eee 323 408 408 404 404 399 398 390 390 410 
— Natural gas liquids ............ 186 165 165 165 165 165 165 165 165 165 
Outside United States—Crude oil ............. — = 6 4 4 24 24 24 24 24 


PETROLEUM PRODUCTS SOLD — thousands of barrels daily 
United States 


AUTOMOtIVeS CaSOLINCEE Eee ere eer 272 304 286 299 323 311 314 294 279 252 
Aviationstlels: biases crescent aera 25 24 30 27 27 27 35 38 36 36 
Distillates: 6200s seu 2 Gee nen peepee m 87 99 100 95 101 98 106 109 120 111 
Liquefied petroleum gas ............ eRe 101 97 92 91 ih 106 114 107 106 124 
Othereproducts ee ee eee eee 43 31 33 4] 43 41 47 48 44 43 
528 555 541 553 605 583 616 596 585 566 

Outside: UnitediStates. 24... ramet: oe eee 49 56 60 84 72 88 64 36 32 22 
(0) C | WA eS RSE NS clin se na Oy, 577 611 601 637 677 671 680 632 617 588 
MARKETING: OUTLETS: ...4.- 8a -. eee 15,628  17,/22 18574 . 21,225 231678 24,359 255354" 25.744 26,001) 226,362 


PRODUCTS AND SERVICES 


Sold by Phillips Petroleum Company and its Subsidiaries 


PRODUCTS 
Automotive gasolines 
Diesel fuel 


Aviation fuels — gasolines, commercial 
and military jet fuels, anti-icing additive 


Stove oil No. 1 (Range oil) 
Furnace oil No. 2 


Residual fuel oils 


Liquefied petroleum gases — motor fuel 
(propane, butane, butane-propane 
mixtures), commercial propane, butane, 
butane-propane mixtures, normal and 
isobutane 


Kerosene 
Crude oil 


Natural gas 
Liquefied natural gas 


Lubricants — Automotive, industrial, farm 
and ranch, marine, and fleet lubricants; 
aviation and snowmobile oils 


Tire and tubes — passenger car, 
truck, trailer 


Batteries — automobile, truck and bus, 
farm, marine, small vehicles 


Automotive accessories — anti-freeze, 
auto lamps, spark plugs, wiper blades, 
filters, belts 


Fertilizers: 

Anhydrous ammonia 

Aqua ammonia 

Ammonium nitrate 

Urea 

Urea-ammonium nitrate solution 
Nitrate solution 

Ammonium phosphates 
Di-ammonium phosphate 
Triple super phosphate 
Phosphoric acid 

Super phosphoric acid 

Muriate of potash 

Mixed liquid fertilizer solutions 


Feed ingredients — urea feed compounds 
and ammonium polyphosphate 


Blasting materials — industrial 
ammonium nitrate 


Asphalt 
Wax 


Helium — high-purity gas and liquid, and 
cryogenic hardware 


Rubber chemicals: 

Butadiene and butylenes 

Carbon black 

Synthetic elastomers and plastomers 
Extender oils 

Mercaptans 

Plastomer compounds 


Construction materials: 
Pavement reinforcing fabric 


Plastic resins: 

Polyethylenes 

Polypropylenes 
Polyvinylchloride 
Polyphenylene sulfide 
Butadiene-styrene copolymers 


Rigid packaging — paperboard and 
plastic containers for consumer 
and industrial products 


Rigid packaging machinery 


Polypropylene packaging material — 
decorative and functional 


Plastic tubular goods — plastic pipe and 
fittings, conduit and duct, corrugated 
conduit 


Custom fabricated plastic products — for 
the automotive, appliance, radio and TV 
industries 


Other plastic products: 

Horticulture ware 

Bakery handling equipment 

Fifth wheel liner 

Guy wire guard 

Poultry and egg handling equipment 


Coating or laminating plastics and other 
materials — to paper, foil and other 
substrates for the paper, packaging, 
automotive, food, locker, and specialty 
fields 


Release paper and film 


Special chemicals: 

Aliphatic solvents such as pentanes, 
hexanes, heptanes 

Benzene 

Binder for solid rocket fuels 

Butene-1 

Calcium petroleum sulfonate 
Cyclohexane 

Ethylene 

Furan 

High-purity hydrocarbons for research and 
development (available in several grades 
of purity) — aromatics, cycloolefins, 
cycloparaffins, diolefins, olefins, paraffins 
Hydrocarbon aerosol propellants 
Methylvinylpyridine 

Mixed xylenes 

Odorless solvents 

Orthoxylene 


Paraffinic naphtha 

Paraxylene 

Petro-sulfur compounds 
Odorants for natural gas and LP-gas 
Mercaptan intermediates (for 
agricultural chemicals and other uses) 
such as ethyl, n-propyl, n-butyl and 
n-dodecyl mercaptans, and 
ethylthioethanol 
Sulfolane and sulfolene 
2-Mercaptoethanol 

Polymerization solvents 

Propylene 

Reference fuels 

Sealant polymer 

Special fuels 

Sulfur 

Sulfuric acid 

Toluene 

Viscosity index improver 


Tubing and metal products: 

Stainless steel and nickel alloy tubing 
for aerospace and other industries 
Custom fabricated parts for automotive, 
refrigeration, and other industries 

Patio and porch furniture 


Synthetic fibers: 
Olefin 
Polyester 


Carpet backing 
Formed fabrics 


Drilling mud and cement additives 


SERVICES 


Process evaluation service and analysis 
and computer control systems for petro- 
leum, petrochemical, and chemical 
industries 


Tanker hauling 


Terminaling services 

LPG importing services 
Engineering services 

Metallurgical consulting services 
Liquefied natural gas technological 
services 


Project Management and engineering 
design and services including: 
Mechanical, electrical, structural and 
instrumentation design; pipeline and 
storage systems; water supply; soil 
mechanics; materials handling and 
packaging; ambient and refrigerated 
transportation; mechanical equipment; 
plastics; fibers; engineering standards; 
fluid quantity measurement; welding; 
corrosion; ceramics; insulation, fire- 
proofing and protective coatings; 
elastomers; vibrations, noise and 
stress analyses 


LITHO IN U.S.A. 
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Harry D. Brookby,* Executive Vice President Planning and 
Budgeting 

Clark M. Clifford,t senior partner in law firm of Clifford, Warnke, 
Glass, Mcllwain & Finney, Washington, D.C. 

Wm. C. Douce,* President and Chief Operating Officer 

L. H. Johnstone,* Executive Vice President Chemicals Group 


C. M. Kittrell,* Executive Vice President Petroleum Products 
Group 

Melvin R. Laird,t Senior Counsellor for National and International 
Affairs, The Reader’s Digest Association, Washington, D.C. 

W. F. Martin,* Chairman of the Board of Directors and Chief 
Executive Officer 

David B. Meeker,tt President and Chief Executive Officer of the 
Hobart Corporation, Troy, Ohio 

Lloyd G. Minter,* Senior Vice President and General Counsel 


Victor H. Palmieri,**t President of Victor Palmieri & Company, 
Inc., Los Angeles, and Chairman and Chief Executive Officer 
of the Pennsylvania Company, Arlington, Virginia 


W. F. Martin, Chairman of the Board of Directors and Chief 
Executive Officer 


_ Wm. C. Douce, President and Chief Operating Officer 


NATURAL RESOURCES GROUP 


W. A. Roberts, Executive Vice President 

Edwin Van den Bark, Vice President Exploration and Production 
LeRoy Culbertson, Vice President Planning and Budgeting 

C. J. Silas, Vice President Gas and Gas Liquids 


W. W. Dunn, Managing Director Latin America-Asia Exploration 
and Production 


L. M. Rickards, Manager North American Exploration and 
Production 


Earl Guitar, Managing Director Europe-Africa Exploration and 
Production (London) 


W. R. Bohon, Manager Energy Minerals 

B. M. Boyce, Manager Worldwide Drilling and Production 

C. D. Davidson, Manager International Affairs and Administration 
W. T. Kuepker, Manager Accounting 

A. R. Rehrig, Manager Operations Analysis and Control 

0. D. Thomas, Manager Worldwide Exploration 


PETROLEUM PRODUCTS GROUP 

C. M. Kittrell, Executive Vice President 

Geo. F. L. Bishop, Vice President Refining 

John E. Harris, Jr., Vice President Petroleum Supply 

G. J. Morrison, Vice President Marketing 

R. S. McConnell, President Applied Automation, Inc. 

C. A. Mink, Manager Europe-Africa Petroleum Products (London) 
D. B. Taylor, Manager Transportation 

J. E. Arnold, Manager Planning and Budgeting 

W. E. Barr, Manager Administration 

T. C. Heritage, Manager Accounting 

B. B. McDonald, Manager Operations Analysis and Control 


CHEMICALS GROUP 
L. H. Johnstone, Executive Vice President 
R. G. Askew, Manager Petrochemical and Supply 


A. J. Head, President Phillips Fibers Corporation 
(Greenville, South Carolina) 


Listed as of March 1, 1977. 


William Piel, Jr.,** partner in law firm of Sullivan & Cromwell, 
New York City 


W. A. Roberts,* Executive Vice President Natural Resources 
Group 


Robert N. Sears, Senior Vice President 


W. Clarke Wescoe,t+ Chairman of the Board of Directors and 
Chief Executive Officer of Sterling Drug Inc., New York City 


Dolores D. Wharton,** author and member of the National 
Council for the Arts 


Francis M. Wheat,** partner in the law firm of Gibson, Dunn & 
Crutcher, Los Angeles 


Harold M. Williams,**+ dean and professor of management, 
Graduate School of Management, University of California at 
Los Angeles 


*Member Executive Committee. 
**Member Audit Committee. 
+Member Compensation Committee. 
tMember Nominating Committee. 


W. D. Payton, Manager Fertilizer 

W. L. Phillips, Managing Director International Chemicals 
J. N. Scott, Manager Rubber Chemicals 

R. G. Wallace, Manager Plastics (Houston) 


Frank Rendon, Manager Latin America Region, 
International Chemicals (Houston) 


K. L. Smalley, Manager Europe-Africa Region, 
International Chemicals (Brussels) 


C. M. Wilson, Manager Asia Region, 
International Chemicals (Hong Kong) 


R. M. Dixon, Manager Administration 

W. H. Guthrie, Manager Business Promotion 

R. G. Rhodes, Manager Planning and Budgeting 
H. F. Thill, Controller 


CORPORATE STAFF HEADS 


Harry D. Brookby, Executive Vice President Planning and 
Budgeting 


Lloyd G. Minter, Senior Vice President and General Counsel 
Robert N. Sears, Senior Vice President (New York City) 

0. W. Armstrong, Vice President and Treasurer 

Sloan K. Childers, Vice President Public Affairs 


Glenn A. Cox, Vice President Management Information and 
Control 


J. W. Davison, Vice President Research and Development 
Carstens Slack, Vice President Washington Office 

W. R. Thomas, Vice President Human Resources 

H. D. Trotter, Vice President Engineering and Services 
C. H. Trotter, Manager Management Services 


OTHER EXECUTIVES 


Kenneth Heady, Vice President and Associate General Counsel 
C. J. Roberts, Associate General Counsel 

H. B. Stead, Comptroller 

Harvey W. Thompson, Secretary 

M. L. Collins, Manager Tax, Insurance and Claims 

R. S. Dickson, Manager Computing 

D. R. Hynes, Manager Purchasing 

W. R. Lusbey, Manager Aviation 

H. D. Powell, Manager Operations Analysis and Control 


Located in Bartlesville unless otherwise noted. 
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PRINCIPAL SUBSIDIARIES 
AND AFFILIATES 


OFFICES 


APPLIED AUTOMATION, INC. 

PACIFIC PETROLEUMS LTD. 

PETROCHIM 

PHILLIPS COAL COMPANY 

PHILLIPS FIBERS CORPORATION 

PHILLIPS PETROLEUM COMPANY EUROPE-AFRICA 
PHILLIPS PIPE LINE COMPANY 

PHILLIPS PUERTO RICO CORE INC. 
PHILTANKERS INC. 

SEALRIGHT CO., INC. 


PHILLIPS CHEMICAL COMPANY, 
a division of Phillips Petroleum Company 


PRINCIPAL OFFICES 


Bartlesville, Okiahoma 74004 
80 Broadway, New York, New York 10005 
306 South State Street, Dover, Delaware 19901 


STOCK TRANSFER OFFICES 


Phillips Petroleum Company 
80 Broadway 
New York, New York 10005 


Phillips Petroleum Company 
15 Exchange Place 
Jersey City, New Jersey 07302 


Montreal Trust Company 
15 King Street, West 
Toronto, Ontario, Canada M5H 1B4 


REGISTRARS 


Manufacturers Hanover Trust Company 
40 Wall Street 
New York, New York 10005 


Canada Permanent Trust Company 
20 Eglinton Avenue West 
Toronto, Ontario, Canada M4R 2E2 


